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INVESTMENT CO. ACT OF 1940 
Release No. 11105/March 27, 1980 


REPORTING OF SUPPLEMENTARY INFORMATION 
ON THE EFFECTS OF CHANGING PRICES 


ACTION: Proposed rules. 


SUMMARY: The Commission is proposing 
amendments to Regulation S-K, the standard 
instructions for filing forms under the Securities Act 
of 1933 and the Securities Exchange Act of 1934, 
and to various registration and reporting forms 
which would require that certain companies include 
supplementary information on the effects of 
changing prices (as specified by Statement No. 33, 
“Financial Reporting and Changing Prices,” of the 
Financial Accounting Standards Board) in filings 
with the Commission. In addition, the Commission is 
proposing an expansion to its safe harbor rule for 
projections to cover the changing prices 
information. 


DATE: Comments should be received by the 
Commission on or before May 30, 1980. 


ADDRESSES: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comment 
letters should refer to File No. S7-827. Allcomments 
received will be available for public inspection and 
copying in the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: James L. 
Russell or Clarence M. Staubs, Office of the Chief 
Accountant, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549 
(202-272-2133). 


SUPPLEMENTARY INFORMATION: Statement of 
Financial Accounting Standards No. 33, “Financial 
Reporting and Changing Prices” (“FAS 33”), issued 
by the Financial Accounting Standards Board 
(“FASB”) in September 1979, establishes standards 
applicable to certain large, publicly held enterprises 
for the reporting of information relating to certain 
effects of price changes on such business 
enterprises. The information called for by FAS 33 is 
to be presented as supplementary information in 
any published annual report that contains the 
primary financial statements of the enterprise. Thus 
the information is required in annual reports to 
shareholders and in annual reports on Form 10-K. 


Rule 3-17 of Regulation S-X, adopted by the 


978/SEC DOCKET 


Commission in Accounting Series Release (“ASR”) 
No. 190 (March 23, 1976) (41 FR 13596), requires 
the disclosure of certain replacement cost 
information. Subsequent to the FASB’s issuance of 
FAS 33, the Commission announced in ASR No. 271 
(October 23, 1979) (44 FR 62888) the deletion of 
Rule 3-17 with respect to filings containing financial 
statements for fiscal years ending on or after 
December 25, 1980, at which time the requirements 
of FAS 33 will be fully operational. The Commission 
also announced that, until that time, it would waive 
the replacement cost requirement with respect to 
registrants who present current cost information 
pursuant to FAS 33. In ASR No. 271, the Commission 
also stated its intention to propose amendments to 
Regulation S-K! that would require registrants 
subject to the disclosure requirements of FAS 33 to 
include the specified supplementary information on 
the effects of changing prices in filings with the 
Commission under the securities acts. In addition, 
that release indicated that the Commission intended 
to propose a safe harbor provision applicable to such 
disclosures, in recognition of the fact that some of 
the data is not subject to precise calculation and 
vecause various approaches may be taken in its 
preparation and disclosure. A safe harbor, similar to 
that provided for replacement cost disclosures, 
would protect registrants from the imposition of 
liability for such disclosures unless prepared 
without a reasonable basis or disclosed other than in 
good faith. 


|. DISCUSSION OF PROPOSED AMENDMENTS 


The Commission is proposing to amend various 
reporting provisions to require disclosure by certain 
registrants of supplementary information on the 
effects of changing prices pursuant to the provisions 
of FAS 33 and to provide a safe harbor with respect to 
changing prices disclosure. Although specific 
amendments to these reporting provisions are not 
set forth in this release,? the Commission proposes 





1Regulations S-K (17 CFR Part 229) states the 
requirements applicable to the non-financial 
statement portions of registration statements under 
the Securities Act of 1933 and registration 
statements, annual or other reports under sections 
13 and 15(d) and proxy and information statements 
under section 14 of the Securities Exchange Act of 
1934. 


This release contains only the proposed 
amendments to Regulation S-K and to the general 
rules and regulations. Final rules, if adopted, would 
include individual amendments to Schedule 14A 
and to each of the registration forms listed above. 
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to amend Item 15 of Schedule 14A[17 CFR 240.14a- 
101] and the following registration forms so as to 
require changing prices information: Forms S-1 [17 
CFR 239.11], S-7 [17 CFR 239.26], S-8 [17 CFR 
239.16b], S-11 [17 CFR 239.18], and S-14[17 CFR 
239.23] under the Securities Act of 1933 and Form 
10 [17 CFR 249.210] under the Securities Exchange 
Act of 1934. The amendments specifically proposed 
in this release are: (1) an addition to proposed Item 
12, “Supplementary financial information,” of 
§229.20 of Regulation S-K? and (2) amendments to 
the general rules and regulations adopted under the 
various securities acts in order to provide a safe 
harbor from the applicable liability provisions of 
these laws for disclosure of information on the 
effects of changing prices. 


The proposed amendments to Regulation S-K would 
affect only those registrants subject to the reporting 
requirements of FAS 33, i.e., public enterprises that 
prepare their primary financial statements in U.S. 
dollars and in accordance with U.S. generally 
accepted accounting principles and that have, atthe 
beginning of the fiscal year for which financial 
statements are being presented, either (1) 
inventories and gross property, plant and equipment 
amounting in the aggregate to more than $125 
million, or (2) total assets amounting to more than 
$1 billion (after deducting accumulated 
depreciation). The supplementary information 
would be required on a consolidated basis for 
registrants who present consolidated financial 
statements; it would not need to be presented 
separately for a parent company, an investee 
company, or other enterprise whose results are 





3ltem 12 has been proposed to be added to 
Regulation S-K as part of the Commission's 
development of an integrated reporting system 
under the securities acts. See Release No. 33-6178, 
“General Revision of Regulation S-X,” January 15, 
1980 (45 FR 5943). 


‘Release No. 33-6176, “Proposed Amendments to 
Form 10-K, Regulation S-K, and Related Forms, 
Rules and Guides” (January 15, 1980) (45 FR5972). 


SAlthough the format of the safe harbor rule for 
projections will be modified to accommodate this 
extension, its existing provisions will not be affected 
by the amendment. 
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included in consolidated financial statements. 
Furthermore, the information would not be required 
to be presented for segments of a business 
enterprise, although such presentations are 
encouraged by the FASB in FAS 33. 


The Commission is not proposing to extend the 
disclosure requirements of FAS 33 to foreign 
registrants who prepare their financial statements in 
accordance with generally accepted accounting 
principles in their country and/or in local currency, 
even though they have previously been reporting 
replacement cost information pursuant to ASR No. 
190. This is in recognition of the active consideration 
being given by accounting standard-setting groups 
in a number of other countries to the development of 
standards for reporting the effects of changing 
prices on business enterprises. 


The Commission continues to be concerned about 
the adequacy of disclosures with respect to the 
impact of inflation and changing prices on an 
individual registrant’s business. The disclosures 
specified by FAS 33 should be viewed as minimum 
requirements, and registrants should provide such 
additional information as may be appropriate for 
achieving the most relevant reporting in the 
particular circumstances. Furthermore, the 
Commission believes that all registrants, including 
those not required to present FAS 33 information, 
should provide some discussion of these matters. 
Accordingly, the Commission recently proposed 
amendments’ to Regulation S-K which would require 
the inclusion of a description of the effects of 
changing prices on the registrant’s business 
activities within the management’s discussion and 
analysis of the registrant's financial condition and 
results of operations. 


The other amendments proposed in this release are 
intended to extend a safe harbor rule to the changing 
prices information presented by registrants 
pursuant to either FAS 33 or the above-mentioned 
proposed amendments to the management's 
discussion and analysis, as well as to changing 
prices information of the type required by FAS 33 
presented voluntarily by registrants. This safe 
harbor would be provided by amending the existing 
safe harbor rule for projections? (adopted as a part of 
the rules and regulations under the various 
securities acts) to extend its coverage to the 
changing prices information and by adopting a safe 
harbor rule under the Investment Company Act of 
1940, in view of the absence of a safe harbor rule for 
projections under that Act. 
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ll. TEXT OF PROPOSED AMENDMENTS 
It is proposed to amend 17 CFR Chapter II as follows: 


PART 229—STANDARD INSTRUCTIONS FOR 
FILING FORMS UNDER SECURITIES ACT OF 1933 
AND SECURITIES EXCHANGE ACT OF 1934— 
REGULATION S-K 


1. By adding a new paragraph (b) to Item 12 of 
§229.20 to read as follows: 


§229.20 Information required in document. 


* * eK * 


Item 12. Supplementary financial information. 


* KX Ke KF 


(b) Supplementary information on the effects of 
changing prices. Information on the effects of 
changing prices on business enterprises shall be 
presented by registrants subject to the reporting 
provisions of Statement of Financial Accounting 
Standards No. 33, “Financial Reporting and 
Changing Prices,” in accordance with the provisions 
of that Statement. (Disclosures made pursuant to 
this paragraph are expressly covered by the safe 
harbor provisions of the general rules and 
regulations adopted pursuant to the various 
securities acts.) 


PART 230—GENERAL RULES AND REGULATIONS, 
SECURITIES ACT OF 1933 


2. By revising §220.175 to read as follows: 
§230.175 Liability for certain statements by issuers. 


(a) A statement within the coverage of paragraph (b) 
below which is made by or on behalf of an issuer or 
by an outside reviewer retained by the issuer shall be 
deemed not to bea fraudulent statement (as defined 
in paragraph (d) below), unless it is shown that such 
statement was made or reaffirmed without a 


reasonable basis or was disclosed other than in good 
faith. 


(b) This rule applies to the following statements: 

(1) A forward looking statement (as defined in 
paragraph (c) below) made in a document filed with 
the Commission or in an annual report to 


shareholders meeting the requirements of Rules 
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14a-3(b) and (c) or 14c-3(a) and (b) under the 
Securities Exchange Act of 1934, a statement 
reaffirming such forward looking statement 
subsequent to the date the document was filed orthe 
annual report was made publicly available, or a 
forward looking statement made prior to the date the 
document was filed or the date the annual report was 
made publicly available if such statement is 
reaffirmed in a filed document or annual report 
made publicly available within a reasonable time 
after the making of such forward looking statement; 
Provided, that 


(i) At the time such statements are made or 
reaffirmed, the issuer is subject to the reporting 
requirements of the Securities Exchange Act of 1934 
and has filed its most recent annual report on Form 
10-K, or, if the issuer is not subject to the reporting 
requirements of the Securities Exchange Act of 
1934, the statements are made in a registration 
statement filed under the Securities Act of 1933, and 


(ii) The statements are not made by or on behalf of 
an issuer that is an investment company registered 
under the Investment Company Act of 1940; and 


(2) Information relating to the effects of changing 
prices on the business enterprise, presented in 
accordance with the provisions of Statement of 
Financial Accounting Standards No. 33, “Financial 
Reporting and Changing Prices,” or pursuant to ltem 
11 of Regulation S-K (§229.20), “Management's 
discussion and analysis of financial condition and 
results of operations,” and disclosed in a document 
filed with the Commission or in an annual report to 
shareholders meeting the requirements of Rules 
14a-3(b) and (c) or 14c-3(a) and (b) under the 
Securities Exchange Act of 1934. 


(c) For the purpose of this rule the term “forward 
looking statement” shall mean and shall be limited 
to: 


(1) A statement containing a projection of revenues, 
income (loss), earnings (loss) per share, capital 
expenditures, dividends, capital structure or other 
financial items; 


(2) A statement of management's plans and 
objectives for future operations; 


(3) A statement of future economic performance 
contained in management's discussion and analysis 
of the summary of earnings (as called for by Guides 
22 and 1 under the Securities Act of 1933 and the 


Volume 19, No. 14, April 8, 1980 





Securities Exchange Act of 1934 and by instruction 5 
to the Quarterly Report on Form 10-Q); or 


(4) Disclosed statements of the assumptions 
underlying or relating to any of the statements 
described in (1), (2), or (3) above. 


(d) For the purpose of this rule the term “fraudulent 
statement” shall mean a statement which is an 
untrue statement of a material fact, a statement 
false or misleading with respect to any material fact, 
an omission to state a material fact necessary to 
make a statement not misleading, or which 
constitutes the employment of a manipulative, 
deceptive, or fraudulent device, contrivance, 
scheme, transaction, act, practice, course of 
business, or an artifice to defraud, as those terms are 
used in the Securities Act of 1933 or the rules or 
regulations promulgated thereunder. 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 
3. By revising §240.3b-6 to read as follows: 


§240.3b-6 Liability for certain statements by 
issuers. 


(The text of the proposed revision is identical to that 
above except that reference to the Securities Act of 
1933 in paragraph (d) should read “Securities 
Exchange Act of 1934.”) 


PART 250—GENERAL RULES AND REGULATIONS, 
PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


4. By revising §250.103A to read as follows: 


§250.103A Liability for certain statements by 
issuers. 


(The text of the proposed revision is identical to that 
above except that reference to the Securities Act of 
1933 in paragraph (d) should read ‘Public Utility 
Holding Company Act of 1935 and other acts 
referred to in Section 16(b) thereof.”) 


PART 270—RULES AND REGULATIONS, INVEST- 
MENT COMPANY ACT OF 1940 


5. By adding §270.0-9 to read as follows: 
§270.0-9 Liability for certain statements by issuers. 


(a) A statement within the coverage of paragraph (b) 
below which is made by an issuer shall be deemed 
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not to be a fraudulent statement (as defined in 
paragraph (c) below), unless it is shown that such 
statement was made without a reasonable basis or 
was disclosed other than in good faith. 


(b) This rule applies to information relating to the 
effects of changing prices on the business 
enterprise, presented in accordance with the 
provisions of Statement of Financial Accounting 
Standards No. 33, “Financial Reporting and 
Changing Prices,” or pursuant to Item 11 of 
Regulation S-K (§229.20), ‘‘Management's 
discussion and analysis of financial condition and 
results of operations,” and disclosed in a document 
filed with the Commission or in an annual report to 
shareholders meeting the requirements of Rules 
14a-3(b) and (c) or 14c-3(a) and (b) under the 
Securities Exchange Act of 1934. 


(c) For the purpose of this rule the term “fraudulent 
statement” shall mean a statement which is an 
untrue statement of a material fact, a statement 
false or misleading with respect to any material fact, 
an omission to state a material fact necessary to 
make a statement not misleading, or which 
constitutes the employment of a manipulative, 
deceptive, or fraudulent device, contrivance, 
scheme, transaction, act, practice, course of 
business, or an artifice to defraud, as those terms are 
used in the Investment Company Act of 1940 or the 
rules or regulations promulgated thereunder. 


* Ke KK 


These amendments are proposed to be effective for 
filings that include financial statements for fiscal 
years ending on or after December 25, 1980. 


These amendments are being proposed pursuant to 
authority in sections 6, 7,8, 10 and 19(a) [15 U.S.C. 
77f, 77g, 77h, 77j, 77s] of the Securities Act of 1933; 
sections 12, 13, 15(d) and 23(a) [15 U.S.C. 78), 
78m, 780(d), 78w] of the Securities Exchange Act of 
1934; section 20 [15 U.S.C. 79t] of the Public Utility 
Holding Company Act of 1935; and section 38(a) [15 
U.S.C. 80a-37(a)] of the Investment Company Act of 
1940. 


Pursuant to section 23(a)(2) of the Securities 
Exchange Act, the Commission has considered the 
impact of these proposed amendments on 
competition and is not aware at this time of any 
burden that such rule amendments, if adopted, 
would impose on competition. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16683/March 21, 1980 


An order has been issued granting the application of 
the Pacific Stock Exchange, Inc. to strike the 
common stock (No Par Value) of MOREHOUSE 
INDUSTRIES, INC. from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16684/March 21, 1980 


In the Matter of Applications of the 
CINCINNATI STOCK EXCHANGE, INC. 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATIONS 
FOR UNLISTED TRADING PRIVILEGES 


The Cincinnati Stock Exchange, Inc. (“CSE”) has 
filed applications with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed and registered 
on one or more other national securities exchanges: 


AMP Incorporated, common stock, No Par Value 
(File No. 7-5450); 


Bally Manufacturing Corporation, common stock, 
$.66-2/3 Par Value (File No. 7-5451); 


Black & Decker Manufacturing Company (The), 
common stock, $.50 Par Value (File No. 7-5452); 


Fluor Corporation, common stock, $.62-1/2 Par 
Value (File No. 7-5453); 


Hewlett-Packard Company, common stock, $1 Par 
Value (File No. 7-5454); 


Homestake Mining Company, common stock, $1 Par 
Value (File No. 7-5455); 


International Flavors & Fragrances Incorporated, 
common stock, $.12-1/2 Par Value (File No. 7- 
5456); 
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International Minerals & Chemical Corporation, 
common stock, $5 Par Value (File No. 7-5457); 


Johnson & Johnson, common stock, $2.50 Par Value 
(File No. 7-5458); 


Kerr-McGee Corporation, common stock, $1 Par 
Value (File No. 7-5459); 


MGIC Investment Corporation, common stock, $1 
Par Value (File No. 7-5460); 


National Semiconductor Corporation, 
stock, $.50 Par Value (File No. 7-5461); 


Skyline Corporation, common stock, $.277 Par Value 
(File No. 7-5462); 


Squibb Corporation, common stock, $1 Par Value 
(File No. 7-5463); 


Storage Technology Corporation, common stock, 
$.10 Par Value (File No. 7-5464); 


Tandy Corporation, common stock, $1 Par Value 
(File No. 7-5465); 


Thompson (J. Walter) Company, common stock, 
$.10 Par Value (File No. 7-5466); 


common 


Williams Companies, common stock, $1 Par Value 
(File No. 7-5467); 


Houston Oil & Mineral Corporation, common stock, 
$.10 Par Value (File No. 7-5468); and 


Syntex Corporation, common stock, $1 Par Value 
(File No. 7-5469).! 


The Commission finds that approval of the CSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange, registered with 
the Commission pursuant to Section 6 of the Act, the 
CSE is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject securities, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
17a-15 under the Act [17 CFR 240.17a-15]. The 
availability of last sale information for the subject 





\Notice of these applications were given by 
publication in the Federal Register. 45 FR 11639 
(February 21, 1980). The Commission has received 
no comments with respect to these applications. 
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securities should contribute to pricing efficiency 
and to ensuring that transactions on the CSE are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of these applications would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the CSE 
applications will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the applications for 
unlisted trading privileges on the Cincinnati Stock 
Exchange in the above named securities are hereby 
approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16685/March 21, 1980 


In the Matter of Applications of the 
MIDWEST STOCK EXCHANGE, INC. 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATIONS 
FOR UNLISTED TRADING PRIVILEGES 


The Midwest Stock Exchange, Inc. (“MSE”) has filed 
applications with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed and registered 
on one or more other national securities exchanges: 


McDonnell Douglas Corp., common stock, $1 Par 
Value (File No. 7-5219); 


TRE Corp., common stock, $1 Par Value (File No. 7- 
5220); 
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United Merchants & Manufacturers, Inc., common 
stock, $1 Par Value (File No. 7-5221); 


Unarco Industries, Inc., common stock, $2.50 Par 
Value (File No. 7-5222); 


Wometco Enterprises, Inc., Class A common stock, 
$1 Par Value (File No. 7-5223); 


West Point-Pepperell, Inc., common stock, $5 Par 
Value (File No. 7-5224); 


Warnaco Inc., common stock, No Par Value (File No. 
7-5225); 


Westcoast Transmission Co. Ltd., capital stock, No 
Par Value (File No. 7-5226); 


Advanced Micro Devices Inc. common stock, $.01 
Par Value (File No. 7-5227); 


Allergan Pharmaceuticals, Inc., common stock, No 
Par Value (File No. 7-5228); 


American Century Mortgage Investors, Shs. Ben. 
Int., No Par Value (File No. 7-5229); 


American Heritage Life Investment Corp., common 
stock, $1 Par Value (File No. 7-5230); 


American Savings & Loan of Florida, common stock, 
$.50 Par Value (File No. 7-5231); 


Amsted Industries Inc., common stock, $1 Par Value 
(File No. 7-5232); 


Analog Devices Inc., common stock, $.16-2/3 Par 
Value (File No. 7-5233); 


Appalachian Power Company, common stock, No 
Par Value (File No. 7-5234); 


Armstrong Rubber Company, common stock, $1 Par 
Value (File No. 7-5235); 


Arrow Electronics, Inc., common stock, $1 Par Value 
(File No. 7-5236); 


Aydin Corporation, common stock, $1 Par Value (File 
No. 7-5237); 


AVX Corporation, common stock, $1 Par Value (File 
No. 7-5238); 


Baldor Electric Co., common stock, $.10 Par Value 
(File No. 7-5239); 


Banner Industries, Inc., common stock, $.10 Par 
Value (File No. 7-5240); 


Barry Wright Corporation, common stock, $1 Par 
Value (File No. 7-5241); 


Barnett Banks of Florida, Inc., common stock, $2 Par 
Value (File No. 7-5242); 
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Bay Colony Properties Company, Shs. Ben. Int., No 
Par Value (File No. 7-5243); 


Bearings, Inc., common stock, No Par Value (File No. 
7-5244); 


Beker Industries Corporation, common stock, $.3- 
1/3 Par Value (File No. 7-5245); 


Bell Industries, common stock, No Par Value (File 
No. 7-5246); 


Binney & Smith Inc., common stock, $2.50 Par Value 
(File No. 7-5247); 


Biscayne Federal Savings & Loan Association, 
Capital shs., $.01 Par Value (File No. 7-5248); 


BT Mortgage Investors, Shs. Ben. Int., $.50 Par Value 
(File No. 7-5249); 


R. L. Burns Corporation, common stock, $.10 Par 
Value (File No. 7-5250); 


Butler International, Inc., common stock, $1 Par 
Value (File No. 7-5251); 


Cannon Mills Company, common stock, $5 Par 
Value (File No. 7-5252); 


Cameron-Brown Investment Group, Shs. Ben. Int., 
No Par Value (File No. 7-5253); 


Carnation Company, common stock, $2 Par Value 
(File No. 7-5254); 


Cenco Incorporated, common stock, $1 Par Value 
(File No. 7-5255); 


Chelsea Industries, Inc., common stock, $1 Par 
Value (File No. 7-5256); 


Century Telephone Enterprises, Inc., 
stock, $1 Par Value (File No. 7-5257); 


Cincinnati Bell, Inc., common stock, $25 Par Value 
(File No. 7-5258); 


Citizens & Southern Realty Investors, Shs. Ben. Int., 
$1 Par Value (File No. 7-5259); 


The Christiana Companies, Inc., common stock, $1 
Par Value (File No. 7-5260); 


CNA Income Shares, Inc., common stock, $1 Par 
Value (File No. 7-5261); 


Coachmen Industries, Inc., common stock, No Par 
Value (File No. 7-5262); 


Comdisco, Inc., common stock, $.10 Par Value (File 
No. 7-5263); 


Computervision Corporation, common stock, $.05 
Par Value (File No. 7-5264); 


common 
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Community Psychiatric Centers, common stock, $1 
Par Value (File No. 7-5265); 


Community Public Service Company, common 
stock, $10 Par Value (File No. 7-5266); 


Connecticut General Insurance Corporation, 
common stock, $2.50 Par Value (File No. 7-5267); 


Connecticut General Mortgage & Realty 
Investments, Shs. Ben. Int., No Par Value (File No. 7- 
5268); 


Connecticut Natural Gas Corporation, common 
stock, $6.25 Par Value (File No. 7-5269); 


Conoco, Inc., common stock, $5 Par Value (File No. 
7-5270); 


Conwood Corporation, common stock, $8-1/3 Par 
Value (File No. 7-5271); 


Cook United, Inc., common stock, $1 Par Value (File 
No. 7-5272); 


Cooper Industries, Inc., common stock, $5 Par Value 
(File No. 7-5273); 


Corroon & Black Corporation, common stock, $.25 
Par Value (File No. 7-5274); 


CP National Corporation, common stock, $5 Par 
Value (File No. 7-5275); 


Cyclops Corporation, common stock, $1 Par Value 
(File No. 7-5276); 


Daniel Industries, Inc., common stock, $2.50 Par 
Value (File No. 7-5277); 


Datapoint Corporation, common stock, $.25 Par 
Value (File No. 7-5278); 


Data Terminal Systems, Inc., common stock, $.20 
Par Value (File No. 7-5279); 


Deltec International Limited, ADR, $1 Par Value (File 
No. 7-5280); 


Dennison Manufacturing Company, common stock, 
$5 Par Value (File No. 7-5281); 


Dial Corporation, common stock, No Par Value (File 
No. 7-5282); 


Documation Inc., common stock, $.01 Par Value 
(File No. 7-5283); 


Diversified Mortgage Investors, Inc., common stock, 
$1 Par Value (File No. 7-5284); 


Donaldson Company, Inc., common stock, $.10 Par 
Value (File No. 7-5285); 


Dynamics Corporation of America, common stock, 
$.10 Par Value (File No. 7-5286); 
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Edwards (A. G.) & Sons, Inc., common stock, $1 Par 
Value (File No. 7-5287); 


Elcor Corporation, common stock, $1 Par Value (File 
No. 7-5288); 


Equitable Life Mortgage & Realty Investors, Shs. 
Ben. Int., $1 Par Value (File No. 7-5289); 


Essex Chemical Corporation, common stock, $1 Par 
Value (File No. 7-5290); 


Family Dollar Stores, Inc. common stock, $.10 Par 
Value (File No. 7-5291); 


Federal Express Corporation, common stock, $.10 
Par Value (File No. 7-5292); 


Fleming Companies, Inc., common stock, $2.50 Par 
Value (File No. 7-5293); 


Filmways, Inc., common stock, $.25 Par Value (File 
No. 7-5294); 


Financial Corporation of America, common stock, 
$.50 Par Value (File No. 7-5295); 


First Union Real Estate Equity & Mortgage Inv., Shs. 
Ben. Int., $1 Par Value (File No. 7-5296); 


First Pennsylvania Mortgage Trust, Shs. Ben. Int., $1 
Par Value (File No. 7-5297); 


Foremost-McKesson, Inc., common stock, $2 Par 
Value (File No. 7-5298); 


Fotomat Corporation, common stock, $.10 Par Value 
(File No. 7-5299); 


Four-Phase Systems, Inc., common stock, $.04 Par 
Value (File No. 7-5300); 


Fox-Stanley Photo Products, Inc., common stock, $1 
Par Value (File No. 7-5301); 


Galveston-Houston Company, common stock, $.33- 
1/3 Par Value (File No. 7-5302); 


General Growth Properties, Shs. Ben. Int., $1 Par 
Value (File No. 7-5303); 


General Care Corporation, common stock, $.10 Par 
Value (File No. 7-5304); 


Geosource, Inc., common stock, $1 Par Value (File 
No. 7-5305); 


GK Technologies, Inc., common stock, $1 Par Value 
(File No. 7-5306); 


GMR Properties, common stock, No Par Value (File 
No. 7-5307); 


Gray Drug Stores, Inc., common stock, $1 Par Value 
(File No. 7-5308); 


Great Lakes International, Inc., common stock, No 
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Par Value (File No. 7-5309); 


Great Northern Iron Ore Properties, Ctfs Ben. Int., No 
Par Value (File No. 7-5310); 


Grow Group, Inc., common stock, $.10 Par Value 
(File No. 7-5311); 


Growth Realty Companies, Shs. Ben. Int., $1 Par 
Value (File No. 7-5312); 


Guardian Industries Corporation, common stock, $1 
Par Value (File No. 7-5313); 


Hajoca Corporation, common stock, $1 Par Value 
(File No. 7-5314); 


Hartfield Zody’s, Inc., common stock, $1 Par Value 
(File No. 7-5315); 


Heath Tecna Corporation, common stock, No Par 
Value (File No. 7-5316); 


Hoover Universal, Inc., common stock, $1 Par Value 
(File No. 7-5317); 


Hi-Shear Industries, common stock, $.10 Par Value 
(File No. 7-5318); 


Huffy Corporation, common stock, $1 Par Value (File 
No. 7-5319); 


Hubbard Real Estate Investment, Shs. Ben. Int., No 
Par Value (File No. 7-5320); 


Hudson Bay Mining & Smelting Co. Ltd., Class A 
common stock, No Par Value (File No. 7-5321); 


INA Investment Securities, Inc., common stock, 
$.10 Par Value (File No. 7-5322); 


Institutional Investors Trust, Shs. Ben. Int., No Par 
Value (File No. 7-5323); 


International Aluminum Corporation, common 
stock, $1 Par Value (File No. 7-5324); 


Jamesway Corporaton, common stock, $1 Par Value 
(File No. 7-5325); 


Kaiser Steel Corporation, common stock, $.66-2/3 
Par Value (File No. 7-5326); 


KLM Royal Dutch Airlines, common stock, 100 
Dutch Gildens (File No. 7-5327); 


Kollmorgen Corporation, common stock, $2.50 Par 
Value (File No. 7-5328); 


Koger Properties, Inc., common stock, $.10 Par 
Value (File No. 7-5329); 


Keystone International Inc., common stock, $1 Par 
Value (File No. 7-5330); 


Kenilworth Realty Trust, Shs. Ben. Int., $1 Par Value 
(File No. 7-5331); 


SEC DOCKET /985 





Kuhlman Corporation, common stock, $1 Par Value 
(File No. 7-5332); 


Lanier Business Products, Inc., common stock, $1 
Par Value (File No. 7-5333); 


La Quinta Motor Inns, Inc., common stock, $.10 Par 
Value (File No. 7-5334); 


Lear Petroleum Corporation, common stock, $.10 
Par Value (File No. 7-5335); 


Lee Enterprises, Inc., common stock, $2 Par Value 
(File No. 7-5336); 


Leggett & Platt, Inc., common stock, $1 Par Value 
(File No. 7-5337); 


LITCO Bancorporation of New York, Inc., common 
stock, $5 Par Value (File No. 7-5338); 


Lifemark Corporation, common stock, $.01 Par 
Value (File No. 7-5339); 


Lomas & Nettleton Mortgage Investors, Shs. Ben. 
Int., No Par Value (File No. 7-5340); 


Lowe’s Companies, Inc., common stock, $.50 Par 
Value (File No. 7-5341); 


Ludlow Corporation, common stock, No Par Value 
(File No. 7-5342); 


MacMillian Bloedel Limited, common stock, No Par 
Value (File No. 7-5343); 


Manhattan Life Corporation, common stock, $2 Par 
Value (File No. 7-5344); 


Management Assistance, Inc., common stock, $.40 
Par Value (File No. 7-5345); 


Mark Controls Corporation, common stock, $1 Par 
Value (File No. 7-5346); 


MassMutual Mortgage & Realty Investors, Shs. Ben. 
Int., No Par Value (File No. 7-5347); 


McDonough Company, common stock, $1 Par Value 
(File No. 7-5348); 


Measurex Corporation, common stock, No Par Value 
(File No. 7-5349); 


Mesa Royalty Trust, Shs. Ben. Int., No Par Value (File 
No. 7-5350); 


Medtronic, Inc., common stock, $.10 Par Value (File 
No. 7-5351); 


Memorex Corporation, common stock, $1 Par Value 
(File No. 7-5352); 


Mercantile Texas Corporation, common stock, $5 
Par Value (File No. 7-5353); 
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Mesabi Trust, Ctfs. Ben. Int., No Par Value (File No. 7- 
5354); 


Metro-Goldwyn-Mayer Inc., common stock, No Par 
Value (File No. 7-5355); 


Midland Mortgage Investors Trust, Shs. Ben. Int., No 
Par Value (File No. 7-5356); 


McMoRan Oil & Gas Co., common stock, $1 Par 
Value (File No. 7-5357); 


Miller-Wohl Company, Inc., common stock, $.50 Par 
Value (File No. 7-5358); 


Milton Roy Company, common stock, $1 Par Value 
(File No. 7-5359); 


Minnesota Power & Light Company, common stock, 
No Par Value (File No. 7-5360); 


MONY Mortgage Investors, common stock, $.50 Par 
Value (File No. 7-5361); 


Mortgage Trust of America, Shs. Ben. Int., $1 Par 
Value (File No. 7-5362); 


Napco Industries, Inc., common stock, $1 Par Value 
(File No. 7-5363); 


National Liberty Corporation, common stock, $1 Par 
Value (File No. 7-5364); 


Newell Companies, Inc., common stock, $1 Par 
Value (File No. 7-5365); : 


NCNB Corporation, common stock, $2.50 Par Value 
(File No. 7-5366); 


Newcorp Inc., common stock, $1 Par Value (File No. 
7-5367); 


Newpark Resources, common stock, $1 Par Value 
(File No. 7-5368); 


North America Mortgage Investors, Shs. Ben. Int., 
No Par Value (File No. 7-5369); 


New England Nuclear Corporation, common stock, 
$1 Par Value (File No. 7-5370); 


Northern California Savings & Loan Association, 
capital stock, No Par Value (File No. 7-5371); 


Northrop Corporation, common stock, $1 Par Value 
(File No. 7-5372); 


Orion Capital Corporation, common stock, $1 Par 
Value (File No. 7-5373); 


Outlet Company, common stock, No Par Value (File 
No. 7-5374); 


Overhead Door Corporation, common stock, $1 Par 
Value (File No. 7-5375); 
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Pacific Lumber Co.,. common stock, $1-1/9 Par 
Value (File No. 7-5376); 


Pacific Northwest Bell Telephone Company, 
common stock, $11 Par Value (File No. 7-5377); 


Pacific Scientific, common stock, $1 Par Value (File 
No. 7-5378); 


Penn Central Corp., common stock, $1 Par Value 
(File No. 7-5379); 


Pengo Industries, Inc., common stock, $.25 Par 
Value (File No. 7-5380); 


Perkin-Elmer Corporation, common stock, $1 Par 
Value (File No. 7-5381); 


Pertec Computer Corporation, common stock, $.10 
Par Value (File No. 7-5382); 


PennCorp Financial, Inc., common stock, $.50 Par 
Value (File No. 7-5383); 


Petroleum & Resources Corporation, common stock, 
$1 Par Value (File No. 7-5384); 


PHH Group, Inc., common stock, No Par Value (File 
No. 7-5385); 


Prime Motor Inns, Inc., common stock, $.05 Par 
Value (File No. 7-5386); 


Pogo Producing Company, common stock, $1 Par 
Value (File No. 7-5387); 


Plantronics, Inc., common stock, $1 Par Value (File 
No. 7-5388); 


PNB Mortgage & Realty Investors, Shs. Ben. Int., $1 
Par Value (File No. 7-5389); 


Prime Computer, Inc., common stock, $.0125 Par 
Value (File No. 7-5390); 


Public Service Company of New Hampshire, 
common stock, $5 Par Value (File No. 7-5391); 


Presley Companies, common stock, $.1875 Par 
Value (File No. 7-5392); 


Puritan Fashions Corporation, common stock, $1 
Par Value (File No. 7-5393); 


RB Industries, Inc., common stock, No Par Value 
(File No. 7-5394); 


Realty ReFund Trust, Shs. Ben. Int., No Par Value 
(File No. 7-5395); 


RES Investment Corporation, common stock, $2.50 
Par Value (File No. 7-5396); 


Republic Mortgage Investors, Shs. Ben. Int., No Par 
Value (File No. 7-5397); 
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RLC Corporation, common stock, $1 Par Value (File 
No. 7-5398); 


Rolm Corporation, common stock, $.085 Par Value 
(File No. 7-5399); 


Ryan Homes, Inc., common stock, No Par Value (File 
No. 7-5400); 


Saul (B. F.) Real Estate Investment Trust, Shs. Ben. 
Int., $10 Par Value (File No. 7-5401); 


SCA Services, Inc., common stock, $1 Par Value (File 
No. 7-5402); 


Scientific-Atlanta, Inc., common stock, $.50 Par 
Value (File No. 7-5403); 


Sealed Air Corporation, common stock, $.01 Par 
Value (File No. 7-5404); 


SEAFIRST Corporation, common stock, $5 Par Value 
(File No. 7-5405); 


Security Pacific Corporation, common stock, $10 
Par Value (File No. 7-5406); 


Shaklee Corporation, common stock, No Par Value 
(File No. 7-5407); 


Shell Transport & Trading Company, Ltd., NY Shs. for 
4 Ord. Shs., 5 S Sterling (File No. 7-5408); 


Snap-on Tools Corporation, common stock, $1 Par 
Value (File No. 7-5409); 


Southwest Gas Corp., common stock, $1 Par Value 
(File No. 7-5410); 


South Atlantic Financial Corporation, common 
stock, No Par Value (File No. 7-5411); 


Spectra-Physics, Inc., capital stock, $.20 Par Value 
(File No. 7-5412); 


Southwest Airlines Company, common stock, $1 Par 
Value (File No. 7-5413); 


Standard Motor Products, Inc., Class A capital stock, 
$2 Par Value (File No. 7-5414); 


Standard Pacific Corporation, common stock, $.25 
Par Value (File No. 7-5415); 


Sta-Rite Industries, Inc., common stock, $2 Par 
Value (File No. 7-5416); 


State Mutual Investors, Shs. Ben. Int., No Par Value 
(File No. 7-5417); 


Sun Electric Corporation, common stock, $1 Par 
Value (File No. 7-5418); 


TeleCom Corporation, common stock, $1 Par Value 
(File No. 7-5419); 
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Texas Industries, Inc., common stock, $1 Par Value 
(File No. 7-5420); 


Teradyne, Inc., common stock, $1.25 Par Value (File 
No. 7-5421); 


Texfi Industries, Inc., common stock, $1 Par Value 
(File No. 7-5422); 


Thomas Industries, Inc., common stock, $1 Par 
Value (File No. 7-5423); 


Tidewater Inc., common stock, $1 Par Value (File No. 
7-5424); 


Toys “R” Us, Inc., common stock, $1 Par Value (File 
No. 7-5425); 


Transamerica Income Shares, Inc., common stock, 
$1 Par Value (File No. 7-5426); 


Toro Company, common stock, $1 Par Value (File 
No. 7-5427); 


Tokheim Corporation, common stock, $1 Par Value 
(File No. 7-5428); 


Tri-South Mortgage Investors, Shs. Ben. Int., No Par 
Value (File No. 7-5429); 


Trico Industries, Inc., common stock, $.50 Par Value 
(File No. 7-5430); 


Twin Disc, Inc., common stock, No Par Value (File 
No. 7-5431); 


Tymshare, Inc., common stock, No Par Value (File 
No. 7-5432); 


Tosco Corporation, common stock, $.15 Par Value 
(File No. 7-5433); 


UMET Trust, Shs. Ben. Int., $1 Par Value (File No. 7- 
5434); 


Unilever Limited, Am. Shs. Rep. Ord. Sh. (File No. 7- 
5435); 


Unilever N.V., 20 Gilder Par Ord. Shs. (File No. 7- 
5436); 


US Air, Inc., common stock, $1 Par Value (File No. 7- 
5437); 


U.S. Realty Investments, Shs. Ben. Int., No Par Value 
(File No. 7-5438); 


Veeco Instruments, Inc., common stock, $1 Par 
Value (File No. 7-5439); 


Van Dorn Company, common stock, No Par Value 
(File No. 7-5440); 


Vulcan, Inc., common stock, No Par Value (File No. 
7-5441); 
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Wabash, Inc., common stock, No Par Value (File No. 
7-5442); 


Wachovia Realty Investments, Shs. Ben. Int., $1 Par 
Value (File No. 7-5443); 


Walker (Hiram) Gooderham & Worts Limited, Class A 
& B common stock, No Par Value (File No. 7-5444); 


Wells Fargo Mortgage & Equity Trust, Shs. Ben. Int., 
No Par Value (File No. 7-5445); 


Wisconsin Power & Light Company, common stock, 
$5 Par Value (File No. 7-5446); 


Wyle Laboratories, common stock, No Par Value (File 
No. 7-5447); 


Wyly Corporation, common stock, $.10 Par Value 
(File No. 7-5448); and 


Zero Corporation, common stock, $1 Par Value (File 
No. 7-5449).! 


The Commission finds that approval of the MSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange, registered with 
the Commission pursuant to Section 6 of the Act, the 
MSE is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject securities, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
17a-15 under the Act [17 CFR 240.17a-15]. The 
availability of last sale information for the subject 
securities should contribute to pricing efficiency 
and to ensuring that transactions on the MSE are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of these applications would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the MSE’s 
applications will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 





1Notice of these applications were given by 
publication in the Federal Register. 45 FR 11646 
(February 21, 1980). The Commission has received 
no comments with respect to these applications. 
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the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the applications for 
unlisted trading privileges on the Midwest Stock 
Exchange in the above named securities are hereby 
approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16686/March 21, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

File No. SR-NASD-80-3 


The National Association of Securities Dealers, Inc. 
(the “NASD” or the “Association”) submitted on 
March 17, 1980, a proposed rule change under 
Securities Exchange Act Rule 19b-4 to amend 
Section 1(a)(2) and Section 1(b)(2) of Schedule G 
under Article XVIII of the Association’s By-Laws. 
Schedule G sets forth the procedures for reporting 
over-the-counter transactions in listed securities 
that are required to be reported to the Consolidated 
Tape (the “Tape”). The proposed rule change is 
designed to implement.a uniform procedure for 
reporting over-the-counter transactions in listed 
securities to the Tape by excluding any commission, 
mark-up, mark-down or other charge in the reported 
transaction price. The transaction report, therefore, 
is intended to reflect the wholesale price of the 
security. While the current filing is independent from 
that submitted on October 19, 1979, (File No. SR- 
NASD-79-12) the two are interrelated and should be 
viewed accordingly.’ 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 24, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
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concerning the submission within 30 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NASD-80-3. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 





1The NASD’s proposed rule change SR-NASD-79-12 
would simplify and revise the format of the NASD’s 
current reporting requirements and would expand 
the exceptions to real-time reporting requirements 
for members which effect only occasional 
transactions in eligible securities. In addition, the 
proposal would retain the existing general 
requirement that principal transactions be reported 
at a price including any mark-up or mark-down but 
would provide for certain exceptions from this 
provision. First, members would be required to 
report principal transactions excluding any 
commission differential or equivalent which was 
separately disclosed on the confirmation. Second, 
“riskless” principal transactions in which the 
member was not a market maker in the security 
would be reported as a single transaction excluding 
the mark-up or mark-down. Finally, offsetting 
principal transactions involving a block of 5,000 or 
more shares executed within a five minute period 
would be reported as one transaction at the average 
price rather than as a series of separate 
transactions. 


The current proposed rule change (SR-NASD-80-3) 
differs from the above in that it would require all 
principal transactions to be reported excluding any 
commission, mark-up, mark-down or other charge. 
The NASD has requested expedited treatment with 
respect to the current proposal and, consequently, 
the Commission will consider SR-NASD-80-3 prior to 
its evaluation of SR-NASD-79-12. 
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office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16687/March 21, 1980 


The Securities and Exchange Commission today 
granted the application of the Midwest Stock 
Exchange Incorporated (“MSE”),! pursuant to the 
terms of the voluntary moratorium on expansion of 
standardized options trading? (“the voluntary 
moratorium”) to begin trading put and call options 
on the common stock of Superior Oil Company 
(“Superior”) to replace put and call options on the 
common stock of Carrier Corporation (“Carrier”) 
which was delisted involuntarily by the MSE as a 
result of Carrier's merger into United Technologies. 
The MSE intends to commence trading in Superior 
put and call options on March 24, 1980. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16688/March 21, 1980 


An order has been issued granting the application of 
the Midwest Stock Exchange, Inc. to strike the call 
and put option contracts of CARRIER CORPORATION 
from listing and registration thereon. 








1See letter dated February 19, 1980 from Kenneth I. 
Rosenblum, Senior Vice President and General 
Counsel, to Gene Carasick, Assistant Director, 
Division of Market Regulation, Securities and 
Exchange Commission. 


*See Securities Exchange Act Release No. 15026 
(August 3, 1978). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16689/March 24, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-80-11 


The New York Stock Exchange, Inc. (“NYSE”) 
submitted on March 17, 1980, a proposed rule 
change under Rule 19b-4 to delete from NYSE Rule 
107 governing Registered Competitive Market 
Makers (“RCMMs”), the provision under which the 
rule would expire on April 30, 1980. Members of the 
NYSE registered as RCMMs under Rule 107 are 
authorized to trade for their own account on the floor 
of the exchange pursuant to the market maker 
exemption from the proprietary trading restrictions 
of Section 11(a)(1) of the Securities Exchange Act. 
Deletion of the April 30, 1980 “sunset” provision 
would make RCMM a permanent market maker 
category of the NYSE. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 24, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-80-11. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16690/March 24, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-AMEX-80-6 


The American Stock Exchange, Inc. (“Amex”) 
submitted on March 18, 1980, a proposed rule 
change under Rule 19b-4 to delete from Amex Rule 
114, governing Registered Equity Market Makers 
(“REMMs’”), the provision under which the rule 
would expire on April 30, 1980. REMMs trading in 
accordance with Rule 114 are authorized to execute 
on-floor proprietary transactions under the 
exemption for market maker transactions contained 
in Section 11(a)(1)(A) of the Securities Exchange 
Act. Deletion of the “sunset” provision would make 
Rule 114 a permanent rule of the exchange. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 24, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-80-6. 

Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
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Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16691/March 24, 1980 


In the Matter of Applications of the 
PHILADELPHIA STOCK EXCHANGE, INC. 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATIONS 
FOR UNLISTED TRADING PRIVILEGES 


The Philadelphia Stock Exchange, Inc. (“Phix”) has 
filed applications with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed and registered 
on one or more other national securities exchanges: 


American Sterilizer Company, common stock, $.83 
Par Value (File No. 7-5035); 


United Energy Resources, Inc., common stock, $1 
Par Value (File No. 7-5036); 


Buttes Gas & Oil Company (DE), common stock, 
$.10 Par Value (File No. 7-5051); 


Allegheny Ludlum Industries, Inc., $2.19 
Cumulative Preference Stock, No Par Value (File No. 
7-5052); 


J. Ray McDermott Company, Inc., Series A, $2.20 
Cum. Conv. Pref. Stock, $1 Par Value (File No. 7- 
5054); 


J. Ray McDermott Company, inc., Series B, $2.60 
Cum. Pref. Stock, $1 Par Value (File No. 7-5055); 


Greyhound Corporation (Arizona), common stock, 
$1.50 Par Value (File No. 7-5057); 
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Greyhound Corporation (Arizona), Warrants 
(Expiring May 14, 1980) (File No. 7-5058); 


Pepper (Dr.) Company, common stock, No Par Value 
(File No. 7-5059); 


Humana Inc., $2.50 Cumulative Preferred Stock, $1 
Par Value (File No. 7-5063);! 


Trans World Corporation, common, $5.00 Par Value 
(File No. 7-5130); 


Fluor Corporation (Delaware), common, $.625 Par 
Value (File No. 7-5129); 


Purex Industries, Inc., common, $1.00 Par Value 
(File No. 7-5126); 


Chrysler Corporation, $2.75 Cum. Prf. Stock, No Par 
Value (File No. 7-5127); 


Chrysler Corporation, Warrants (expiring 6/15/85) 
(File No. 7-5128);? 


Beatrice Foods Company, $3.38 Series A 
Cumulative Convertible Preference Stock, No Par 
Value (File No. 7-5073); 


UNC Resources, Inc. (Virginia), common stock, $.20 
Par Value (File No. 7-5075); 





‘Notice of these applications was given by 
publication in the Federal Register, 43 FR 60688 
(December 28, 1978). The Commission has 
received no comments with respect to these 
applications. 


“Notice of these applications was given by 
publication in the Federal Register, 44 FR 71926 
(December 12, 1979). The Commission has 
received no comments with respect to these 
applications. 


3Notice of these applications was given by 
publication in the Federal Register, 44 FR 10166 
(February 16, 1979). The Commission has received 
no comments with respect to these applications. 


‘Notice of this application was given by publication 
in the Federal Register, 42 FR 62239 (December 9, 
1977). The Commission has received no comments 
with respect to this application. 


*Notice of this application was given by publication 
in the Federal Register, 42 FR 63837 (December 20, 
1977). The Commission has received no comments 
with respect to this application. 


®Notice of these applications was given by 
publication in the Federal Register, 43 FR 20286 
(May 11, 1978). The Commission has received no 
comments with respect to these applications. 
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Savin Corporation (Delaware), common stock, $.10 
Par Value (File No. 7-5076);° 


Levitz Furniture Corp., common stock, $.40 Par 
Value (File No. 7-5014);' 


Amdahl Corp., common stock, $.05 Par Value (File 
No. 7-5018);5 


Marshall Field & Co., common stock, $1 Par Value 
(File No. 7-5024); and 


Fleetwood Enterprises, Inc., common stock, $1 Par 
Value (File No. 7-5029).® 


The Commission finds that approval of Phix’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange registered with the 
Commission pursuant to Section 6 of the Act, Phix is 
subject to the provisions of paragraph (b) of that 
section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject securities, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
17a-15 under the Act [17 CFR 240.17a-15]. The 
availability of last sale information for the subject 
securities should contribute to pricing efficiency 
and to ensure that transactions on the Phlix are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments that the 
granting of these applications would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of Phlx’s 
applications will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the applications for 
unlisted trading privileges on the Philadelphia Stock 
Exchange in the above named securities are hereby 
approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16692/March 24, 1980 


The Securities and Exchange Commission 
announced pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”) 
the single ten day suspension of exchange and over- 
the-counter trading for the period commencing at 
9:00 a.m. (EST) on March 25, 1980 and terminating 
at midnight (EST) on April 3, 1980 of the securities of 
Lilac, Inc. (“Lilac”), a Minnesota corporation located 
at 5001 West 80th Street, Suite 710, South Gate 
Office Plaza, Bloomington, Minnesota 55437. 


The Commission suspended trading in the 
securities of Lilac in view of the recent unusual and 
unexplained price rise and market activity in that 
security between March 3, 1980 and March 17, 
1980, when the price of Lilac’s securities increased 
from 10 cents asked per share to $1.88 per share. 
During that period, there was no publicly available 
information which would appear to justify this 
market activity inasmuch as a recent Lilac financial 
statement indicates that it has no assets, no 
liabilities and no ongoing business operations. 


The Commission cautions broker-dealers, 
shareholders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless and 
until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with 
said rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider 
the need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16693/March 25, 1980 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock ($.10 Par Value) of THE WHIPPANY 
PAPER COMPANY from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16694/March 25, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-Phix-80-6 


The Philadelphia Stock Exchange, Inc. (“Phix”) 
submitted on March 24, 1980, a proposed rule 
change under Rule 19b-4 toamend Commentary .01 
and add Commentary .15 to its Rule 1014 to clarify 
that options transactions of Registered Options 
Traders (“ROT”) must actually be initiated by the 
ROT while on the floor of the exchange in order to 
qualify for the specialist exemptions from 
Regulation T of the Federal Reserve Board (12 CFR 
220) and Section 11(a) of the Securities Exchange 
Act of 1934 (the “Act”). 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 31, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 


change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PhIx-80-6. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, otherthan those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
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amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16695/March 25, 1980 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, NY 10005 


(SR-NYSE-80-4) 
ORDER APPROVING PROPOSED RULE CHANGE 


On February 20, 1980, the New York Suock 
Exchange, Inc. (“NYSE”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (“Act”) 
and Rule 19b-4 thereunder, copies of a proposed 
rule change rescinding NYSE Rules 318(a) and 
318.22 requiring that the primary purpose of every 
NYSE member organization be the transaction of 
business as a broker or dealer of securities and 
presumes thatthe “primary purpose” test is met only 
if at least 50% of a member organization's gross 
income is derived from such activities. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16612 
(Feb. 27, 1980, 19 SEC Docket 763 (March 11, 
1980)) and by publication in the Federal Register 
(45 FR 14734, (March 6, 1980)). Nocomments were 
received with respect to the proposed rule filing. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to a national securities exchange and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16696/March 26, 1980 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


PACIFIC STOCK EXCHANGE INCORPORATED 
301 Pine Street 
San Francisco, California 94104 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


File Nos. 
SR-CBOE-79-9 
SR-Amex-79-11 
SR-MSE-79-18 
SR-PSE-79-13 
SR-Phlx-79-7 
SR-NYSE-79-45 


ORDER APPROVING PROPOSED RULE CHANGES 


The self-regulatory organizations (“SROs”) listed 
above have each filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of 
proposed rule changes to amend their rules in 
response to certain recommendations of the 
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Commission’s Special 
Markets.! 


Notice of each proposed rule change together with 
the terms of substance of each proposed rule 
change was given by publication of a Commission 
release and by publication in the Federal Register.’ 
All written statements with respect to the proposed 
rule changes which were filed with the Commission 
and all written communications relating to the 
proposed rule changes between the Commission 
and any person were considered and (with the 
exception of those statements or communications 
which may be withheld from the public in 
accordance with the provisions of 5 U.S.C. §552) 
were made available to the public at the 
Commission's Public Reference Room. 


Study of the Options 


The Commission finds that the proposed rule 
changes are consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


The Commission finds good cause for approving the 
PSE and NYSE rule proposals prior to the thirtieth 
day after the date of publication of the final 
amendments thereto since those amendments are 
substantially identical to amendments filed by the 
other SROs noted above which were published for 
public comment for the requisite period of time. In 
addition, the Commission believes that 
simultaneous approval of all of the SROs proposals is 
necessary and appropriate in order to achieve a 
consistent and equal regulatory scheme for 
standardized options. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule changes be, and they hereby are, 
approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








1The proposed rule changes were filed and amended 
on the following dates: (1) Chicago Board Options 
Exchange, Incorporated (“CBOE”), filed August 16, 
1979, amended December 19, 1979; (2) American 
Stock Exchange, Inc. (“Amex”), filed August 27, 
1979, amended January 7, 1980; (3) Midwest Stock 
Exchange, Incorporated (‘‘MSE”), filed September 4, 
1979, amended September 18, 1979, September 
26, 1979, October 2, 1979, November 26, 1979, 
January 21, 1980, February 4, 1980, and February 
13, 1980; (4) Pacific Stock Exchange Incorporated 
(“PSE”), filed September 11, 1979, amended 
December 12, 1979, and March 5, 1980; (5) 
Philadelphia Stock Exchange, Inc. (“Phix”), filed 
September 13, 1979, amended October 25, 1979, 
January 21, 1980, and January 25, 1980; and (6) 
New York Stock Exchange, Inc. (“NYSE”), filed 
November 2, 1979, amended March 11, 1980. 


2Notice of each proposed rule change and 
amendments thereto was given by publication of a 
Commission release and by publication in the 
Federal Register, as follows: (1) CBOE, original filing 
published in Securities Exchange Act Release No. 
34-16127, August 21, 1979, 44 FR 50111, 
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amendment published in Securities Exchange Act 
Release No. 34-16466, January 3, 1980, 45 FR 2122; 
(2) Amex, original filing published in Securities 
Exchange Act Release No. 34-16145, August 29, 
1979, 44 FR 52763, amendment published in 
Securities Exchange Act Release No. 34-16477, 
January 7, 1980, 45 FR 8407; (3) MSE, original filing 
published in Securities Exchange Act Release No. 
34-16245, October 5, 1979, 44 FR 59974, 
amendments published in Securities Exchange Act 
Release No. 34-16577, February 14, 1980, 45 FR 
11642; (4) PSE, original filing published in 
Securities Exchange Act Release No. 34-16234, 
October 2, 1979, 44 FR 57543, amendments 
published in Securities Exchange Act Release No. 
34-16667, March 17, 1980; (5) Phix, original filing 
published in Securities Exchange Act Release No. 
34-16253, October 5, 1979, 44 FR 59692, 
amendments published in Securities Exchange Act 
Release No. 34-16539, January 28, 1980, 45 FR 
7661; and (6) NYSE, original filing published in 
Securities Exchange Act Release No. 34-16359, 
November 21, 1979, 44 FR 69388, amendment 
published in Securities Exchange Act Release No. 
34-16676, March 18, 1980. 


SEC DOCKET/995 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 16697/March 26, 1980 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, Pa. 19103 


(SR-Phix-79-8) 
ORDER APPROVING PROPOSED RULE CHANGE 


On October 25, 1979, the Philadelphia Stock 
Exchange, Inc. (“PhIx”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change which deletes PhIx Rules 
1024.04, 1024.05, 1024.06, regarding options 
fiduciary accounts, third party discretionary 
accounts, and investment partnership and 
investment club accounts; and Rule 1027.01, 
regarding options discretionary accounts. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16349, 
November 16, 1979) and by publication in the 
Federal Register (44 FR 67260, November 23, 
1979). No comments were received with respect to 
the proposed rule filing. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to a national securities exchange and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16698/March 26, 1980 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-79-12) 
ORDER APPROVING PROPOSED RULE CHANGE 


On August 21, 1979, the American Stock Exchange, 
Inc. (“Amex”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act’) and Rule 
19b-4 thereunder, copies of a proposed rule change 
which deletes Amex Rules 921.05, 921.06, 
regarding options third party discretionary 
accounts, and investment partnership and 
investment club accounts; and Rule 924.01 
regarding options discretionary accounts. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16151, 
August 30, 1979) and the publication in the Federal 
Register (44 FR 53825, September 17, 1979). No 
comments were received with respect to the 
proposed rule filing. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to a national securities exchange and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16699/March 26, 1980 


PACIFIC CLEARING CORPORATION (“PCC”) 


(SR-PCC-80-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On February 12, 1980 PCC filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78s(b)(1) (the “Act”) and Rule 19b-4 thereunder, a 
proposed rule change changing the definition of 
“block delivery,” from securities having an 
aggregate value of $50,000 or more, to securities 
having an aggregate value of $25,000 or more. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 16579, 
February 14, 1980) and by publication in the Federal 
Register (45 FR 11649, February 21, 1980). No 
written comments were received by the 
Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to registered clearing agencies, and in 
particular, the requirements of Section 17A of the 
Act. 


It is therefore ordered, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change be 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16700/March 26, 1980 


In the Matter of 


REMIT SECURITIES, LTD., ET AL. 
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ORDER INSTITUTING PROCEEDINGS AGAINST 
REMIT SECURITIES, LTD., DENNIS S. TINSKY AND 
HYMAN SUTNICK 


The Securities and Exchange Commission 
(“Commission”) has ordered the institution of public 
administrative proceedings under the Securities 
Exchange Act of 1934 (“Exchange Act”) against 
Remit Securities, Ltd. (“Registrant”), a New Jersey 
corporation registered with the Commission as a 
broker-dealer, Dennis S. Tinsky (“Tinsky”), and 
Hyman Sutnick (‘‘Sutnick’), respectively 
Registrant's president, vice president, and its 
principal shareholders. The proceedings are based 
on allegations by the Commission's staff that: 


(a) Registrant and Tinsky wilfully violated and aided 
and abetted violations of Section 17(a) of the 
Securities Act of 1933, and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder. The Order 
for Proceedings alleges that Registrant and Tinsky 
made misstatements and omitted to state material 
facts to purchasers of the common stocks of Anglo 
American Properties, Inc. (“Anglo”) and Sunny Land 
Tours, Inc. (“Sunny Land”), traded in the over-the- 
counter market, concerning, among other things, 
the operations and business activities of the two 
companies; and 


(b) Registrant wilfully violated, and Tinsky and 
Sutnick wilfully aided and abetted violations of: 


(1) Section 15(b) of the Exchange Act and Rule 
15b3-1 thereunder, by failing to promptly amend its 
Form BD to reflect, among other things, the fact that, 
on January 23, 1978, Tinsky was permanently 
enjoined from future violations of the registration 
and antifraud provisions of the federal securities 
laws; 


(2) Section 17(a) of the Exchange Act and Rules 17a- 
3 and 17a-11 thereunder, in that Registrant failed to 
accurately make, and keep current, certain required 
books and records, and failed to promptly notify the 
Commission of its failure to maintain current and 
accurate books and records; and 


(3) Section 7(c) of the Exchange Act and Regulation 
T promulgated thereunder by the Board of 
Governors of the Federal Reserve System, by 
impermissibly granting extensions of credit to 
certain cash customers of Registrant. 


The proceedings are also based on a final judgment 
of permanent injunction entered, by consent, 
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against Tinsky on January 23, 1978, enjoining him 
from future violations of the registration and 
antifraud provisions of the federal securities laws in 
SEC v. John P. Galanis, et al., 78 Civil 0259 (MEF) 
(S.D.N.Y. 1978). 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the 
respondents an opportunity to offer any defenses 
thereto for the purpose of determining whether the 
allegations are true, and if so, what, if any, action of a 
remedial nature should be ordered by the 
Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16701/March 26, 1980 


TERMINATION OF THE OPTIONS MORATORIUM 
ACTION: Policy Statement. 


SUMMARY: The Commission announces its 
determination to terminate the voluntary options 
moratorium and discusses general policies 
regarding further expansion of the standardized 
options markets. 


DATES: Not applicable. 


ADDRESSES: Interested persons are invited to 
provide written comments regarding this policy 
statement and the issues discussed herein. 
Commentators should file six copies of their 
submissions with George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Room 892, 
500 North Capitol Street, Washington, D.C. 20549. 
All submissions should refer to File No. S7-772 and 
will be available for public inspection at the 
Commission’s Public Reference Room, Room 6101, 
1100 L Street, N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: Gene E. 
Carasick, Assistant Director, Division of Market 
Regulation, Securities and Exchange Commission, 
Room 346, 500 North Capitol Street, Washington, 
D.C. 20549 (202) 272-2409. 

SUPPLEMENTARY INFORMATION: 


|. Introduction 
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The Securities and Exchange Commission 
(“Commission”) today announced its determination 
to terminate the voluntary options moratorium and 
to begin to permit further expansion of the 
standardized options markets. In order to provide 
guidance to those self-regulatory organizations 
(“SROs”) which currently trade, or contemplate 
trading, standardized options regarding the manner 
in which the Commission plans to permit expansion 
of the options markets following termination of the 
moratorium, the Commission is issuing this general 
statement of policy regarding the listing of additional 
put and call options classes, the expansion of 
multiple trading! and the filing of expansionary rule 
proposals. 


Il. Background 


Pursuant to Section 9(b) of the Securities Exchange 
Act of 1934 (“Act”), the Commission has been 
granted plenary authority to regulate all aspects of 
options trading on exchanges and to assure that 
such trading occurs in a manner calculated to 
eliminate the manipulative and fraudulent uses of 
options.” In 1973, the Commission adopted former 





1Multiple trading refers to the trading of the same 
security in more than one marketplace. 


2See H.R. Rep. No. 1383, 73d Cong., 2nd Sess. 15 
(1934). Section 9 of the Act prohibits the trading of 
options by use of any facility of a national securities 
exchange “in contravention of such rules and 
regulations as the Commission may prescribe as 
necessary or appropriate in the public interest or for 
the protection of investors.” 15 U.S.C. 78i(b). 


Section 9 of the Act was enacted in large part as a 
result of widespread manipulative and fraudulent 
practices in the securities industry involving the 
concurrent trading of options and their underlying 
securities, exposed by a series of Congressional and 
private studies in the early 1930's. See, e.g., Senate 
Comm. on Banking and Currency, “Stock Exchange 
Practices,” S. Rep. No. 1455, 73d Cong., 2d Sess. 
(1934). 
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Securities Exchange Act Rule 9b-1°, which 
authorized establishment of pilot programs for 
exchange trading of standardized options* and 
granted the application of the Chicago Board 
Options Exchange, Incorporated (‘‘CBOE”) to 
register as a national securities exchange in order to 
permit the CBOE to “test the market” for listed 
options “within a controlled environment.”> The 
Commission noted in its approval order that it 
intended “to maintain a close surveillance over the 
progress of the CBOE’s ‘pilot program’ ” and to 
“maintain flexibility in regulating this new type of 
exchange market.” The Commission emphasized 
the particular need for close surveillance of pilot 
options programs, which the Commission stated 
“may involve complex problems and special risks to 
investors and to the integrity of the marketplace.” 
Subsequently, the Commission approved pilot 
options trading programs for the American Stock 
Exchange, Inc. (“Amex”),® the Philadelphia Stock 
Exchange, Inc. (“Phix”),’ the Pacific Stock Exchange 
Incorporated (“PSE”)® and the Midwest Stock 
Exchange, Incorporated (“MSE”).° 


The rapid growth in standardized options trading 
volume after 1973 and the appearance of abuses in 
the trading and selling of standardized options 
generated Commission concern about the adequacy 


of the regulatory framework within which 
standardized options trading occurred. 
Consequently, in July, 1977, the Commission 
requested each national securities exchange that 
listed options (the “options exchanges”) to refrain 
voluntarily from listing any options classes in 
addition to those listed on Juy 15, 1977, and 
announced it would commence a general review of 
standardized options trading. At that time, the 
Commission also announced that it did not expect to 
approve any SRO rule proposals designed to initiate 
new programs for the trading of standardized 
options or to expand existing programs.!° 


Subsequently, the Commission announced the 
commencement of its comprehensive investigation 
and study of the standardized options markets (the 
“Options Study”), in order to “determine whether 
standardized options trading is occurring in a 
manner and in an environment which is consistent 
with fair and orderly markets, the public interest, the 
protection of investors, and other objectives of the 
Act,” and to ascertain “what, if any, additional action 
is necessary and proper to aid in the enforcement of 
the Act and the rules thereunder to protect investors 
and to ensure fair dealing in the trading of 
standardized options and their underlying 
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securities.”!! In announcing the Options Study, the 
Commission expressed concerns regarding, among 
other things, (1) the ability of SRO surveillance 





317 CFR 240.9b-1 (1974). Rule 9b-1 prohibited 
transactions in options through the facilities of 
national securities exchanges except in accordance 
with plans filed by the exchanges and approved by 
the Commission, designed to regulate such 
transactions. Rule 9b-1 was rescinded by the 
Commission upon adoption of Rule 19b-4 under the 
Act (17 CFR 240.19b-4), which provides procedures 
for Commission review of rule proposals filed by self- 
regulatory organizations pursuant to Section 19(b) 
of the Act (15 U.S.C. 78s(b)). See Securities 
Exchange Act Release No. 11604 (August 19, 1975), 
40 FR 40512. 


‘Securities Exchange Act Release No. 10552 
(December 13, 1973), 38 FR 34665. 


5Securities Exchange Act Release No. 9985 
(February 1, 1973), 1 SEC Docket 11 (February 13, 
1973). 


6Securities Exchange Act Release No. 11144 
(December 19, 1974), 40 FR 3258. 


7Securities Exchange Act Release No. 11423 (May 
15, 1975), 6 SEC Docket 894 (May 28, 1975). 


8Securities Exchange Act Release No. 12283 (March 
30, 1976), 41 FR 14454. 


%Securities Exchange Act Release No. 
(December 8, 1976), 41 FR 54783. 


13045 


10See Securities Exchange Act Release No. 13760 
(July 18, 1977), 42 FR 38035. In addition to the 
options exchanges, the SROs participating in the 
voluntary moratorium included the New York Stock 
Exchange, Inc. (“NYSE”) and the National 
Association of Securities Dealers, Inc. (“NASD”). See 
also Securities Exchange Act Release Nos. 14878 
(June 22, 1978), 43 FR 35770, and 15026 (August 3, 
1978), 43 FR 35772. 


‘Securities Exchange Act Release No. 14056 
(October 17, 1977), 42 FR 56706. The Commission 
also announced and invited comment on proposed 
Rule 9b-1(T), which, if adopted, would have deferred 
temporarily the expansion of existing standardized 
options trading programs and the initiation of new 
programs. Commission action on the proposed rule 
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systems to detect and prevent fraudulent, deceptive, 
and manipulative activity, both in options and in 
underlying securities; (2) the adequacy of existing 
Commission and SRO rules to prevent fraudulent, 
deceptive and manipulative acts, practices, devices 
and contrivances in connection with options trading; 
and (3) the development of the standardized options 
markets in a manner which is consistent with the 
public interest and the perfection of the 
mechanisms of a national market system. 


The Options Study Report was released to the public 
on February 15, 1979.!? In general, the Options 
Study found that 





Footnote 11 continued 


was deferred pending implementation of the 
recommendations of the Options Study. The 
Commission also announced at that time the 
initiation of a disapproval proceeding for all 
expansionary rule proposals relating to standardized 
options, including proposals by the NYSE and the 
NASD to initiate programs for the trading of 
standardized options. (See Securities Exchange Act 
Release No. 14057, October 17, 1977; 42 FR 
56706). The expansionary proposals subsequently 
were withdrawn at the Commission’s request, and 
the disapproval proceeding was dismissed. (See 
Securities Exchange Act Release No. 15027, August 
3, 1978; 43 FR 35766). 


2Report of the Special Study of the Options Markets 
to the Securities and Exchange Commission, 96th 
Cong., lst Sess. (Comm. Print 1978). (“Options 
Study Report”). 


13Qptions Study Report, supra note 12, at 1. 


“Securities Exchange Act Release No. 15575, 
(February 22, 1979), 44 FR 11876. 


Securities Exchange Act Release No. 16696 
(March 26, 1980). The filing of corresponding rule 
change proposals by the NASD has not been 
completed. The Commission expects to consider the 
NASD proposals in due course. 


‘eWith regard to those few recommendations which, 
in the Commission's view, have not been addressed 
adequately by the options exchanges, the 
Commission intends to initiate formal rulemaking 
proceedings to determine whether Commission 
rules mandating compliance with such 
recommendations would be appropriate. 
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[t]o those who understand. . .[options], they 
may offer an alternative to short term stock 
trading at lower commission costs and a 
smaller commitment of capital. . .[and] also 
provide a means for shifting the risk of 
unfavorable short term stock price movements 
from owners of stock who have, but do not wish 
to bear, those risks, to others who are willing to 
assume such risks in anticipation of possible 
rewards from favorable price movements.'? 


The Options Study also concluded, however, that the 
purchase and sale of standardized options involves a 
high degree of financial risk, and that only investors 
who understand the risks and are able to sustain the 
costs and financial losses associated with options 
should trade in standardized options. In this regard, 
the Options Study found that too often public 
investors had been encouraged to use standardized 
options without regard to the suitability of options for 
their investment needs. The Options Study also 
found other regulatory inadequacies in the options 
markets. Accordingly, the Options Study 
recommended certain steps that the SROs, their 
members and the Commission should take to 
improve the regulatory framework within which 
standardized options trading occurs and to increase 
the protection of investors. 


On February 22, 1979, the Commission issued a 
release announcing its plan for implementing 
certain of the Options Study recommendations and 
for terminating the options expansion moratorium.'* 
In that release, the Commission requested the SROs 
to address the Options Study recommendations 
contained in Category | of the release before the 
Commission would permit further expansion of the 
standardized options markets. The Category | 
recommendations generally called either for SRO 
rule proposals or for improvements in SRO 
compliance and surveillance procedures. In 
addition, those recommendations called for 
Commission inspections of the SROs’ compliance 
and surveillance programs. 


The Commission today has approved rule change 
proposals submitted by each of the options 
exchanges and the NYSE which are designed to 
address most of the Category | Options Study 


recommendations.'® The Commission has 
determined that, for the most part, the proposals 
responsibly address the objectives of the Category | 
Options Study recommendations that called for SRO 
rule proposals and, to the extent the new rules are 
adhered to by the broker-dealer community and 
enforced by the SROs, should provide significant 
additional protections for public investors.'® 


Volume 19, No. 14, April 8, 1980 





The Commission also has received undertakings 
from the options exchanges to revise their broker- 
dealer examination and compliance procedures in 
response to the Options Study recommendations. 
The Commission’s review of these responses 
indicates that the options exchanges have 
undertaken to implement procedures generally 
responsive to the Options Study recommendations. 
The Commission intends later this year to inspect 
each options exchange to verify that these 
procedural enhancements have been implemented. 
Finally, the Commission has conducted oversight 
inspections of the surveillance systems of each of 
the options exchanges and has concluded that, if 
effectively utilized by each options exchange and if 
systems improvements are made in the normal 
course of business or in response to requests from 
the Commission’s staff, these surveillance systems 
will be adequate to detect most currently recognized 
trading abuses involving options.’” 


The Commission believes that the regulatory 
framework that has been established in response to 
the Options Study recommendations improves the 
likelihood that effective regulation can be achieved 
for the options markets. Of course, in order to 
achieve effective regulation, the SROs must 
rigorously enforce their rules and fully utilize their 
surveillance systems and compliance and 
examination procedures, as well as continuously 
enhance these systems and procedures in order to 
provide the most effective means available for 
fulfilling their regulatory responsibilities. Similarly, 
broker-dealer firms must establish and exercise 
adequate internal controls over the activities of their 
employees. 


In summary, the Commission believes that the 
major regulatory deficiencies identified by the 
Options Study have been addressed responsibly by 





7Additional work also is necessary to reduce the 
number of position adjustments at the Options 
Clearing Corporation and to assure adequate 
surveillance of such adjustments by the SROs. 


'8Securities Exchange Act Release No. 13401 
(March 23, 1977), 42 FR 17547. 
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the SROs. The Commission therefore has 
determined that it is appropriate at this time to 
terminate the voluntary options moratorium and to 
begin to permit further expansion of the 
standardized options markets. In connection with 
this determination, the Commission is issuing the 
following general statement of policy regarding the 
listing of additional put and call options classes, the 
expansion of multiple trading and the filing of 
expansionary rule proposals. In general, the 
Commission believes it would be appropriate for the 
existing options exchanges to begin to list additional 
put and call options classes in an orderly manner, 
taking into consideration each exchange’s 
operational and surveillance capabilities, as well as 
the capacity of member firm back offices to 
accommodate the increased options trading Volume 
associated with the addition of new put and call 
classes. The Commission also has determined to 
defer any expansion of multiple trading at this time 
for the reasons set forth below. 


Ill. Puts Expansion 


In 1977, the Commission authorized each of the 
options exchanges to list and trade put options on 
five underlying securities. At that time, the 
Commission indicated that it would consider further 
expansion of puts trading after reviewing the options 
exchanges’ experience with puts trading and the 
exchanges’ progress in resolving the Commission's 
concerns regarding their options surveillance and 
regulatory efforts.'® As a result of the moratorium, 
each options exchange has been limited since mid- 
1977 to the listing and trading of five put classes. 


The Commission has not identified any surveillance 
or compliance problems unique to puts trading and 
perceives certain benefits with respect to the listing 
of puts and calls on the same underlying security. 
The Commission believes the expansion of listed 


puts will provide investors with an additional 
investment vehicle to complement call options in 
the formulation of trading strategies. In addition, 
simultaneous listing may improve the markets for 
both the puts and calls, since market professionals 
will be able to utilize both puts and calls concurrently 
in hedging and arbitrage transactions and may also 
reduce the need for options marketmakers to use 
underlying securities in connection with hedging 
strategies. Accordingly, the Commission believes 
that the options exchanges, limited only by their 
operational and surveillance capabilities and the 
ability of member firm back office operations to 
handle the increased volume resulting from listing 
additional puts, should be permitted to list puts on 
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securities underlying their respective call classes, 
including those few multiply traded call classes.'9 


In order to assure that puts expansion occurs in an 
orderly manner, with due regard for exchange 
operational and surveillance capabilities and 
member firm back office capacity, the Commission 
is requesting each options exchange to furnish the 
Commission with a proposed schedule for its puts 
expansion program. Concurrently, or at a 
subsequent date, each exchange should file rule 
proposals pursuant to Section 19(b) of the Act to 
increase the number of its authorized puts classes in 
accordance with that schedule. In the absence of 
significant operational or surveillance problems 
encountered by the filing exchange or back office 
difficulties experienced by the member firms in 
handling current or anticipated trading volume, the 
Commission anticipates giving expedited treatment 
to puts expansion submissions made by the options 
exchanges. 


IV. Call Expansion 


As discussed in more detail below,”°the Commission 
has reserved for further consideration a decision on 
general expansion of multiple trading. Nonetheless, 
the Commission believes that it is appropriate at this 
time to permit the options exchanges to begin to list 
additional call options classes. However, in view of 
the continuing restriction on multiple trading 
expansion and in view of the limited number of 
attractive new stocks which the Commission 
understands meet the current options listing 
standards,”! a fair method of allocating additional 
call options among the existing options exchanges 
must be formulated. The Commission, therefore, 
requests the options exchanges to formulate and 
jointly submit to the Commission an appropriate 
plan to allocate additional call options. 


In this regard, the Commission already has received 
a proposal from the options exchanges, other than 
the Amex, which, in the absence of additional 
multiple trading, would provide for a lottery to select 
additional call listings.2? The proposal provides that 
each existing options exchange”? would participate 
in the lottery. The proposal also provides that, if an 
options exchange voluntarily delists an options 
class, the exchange could participate in a second 
lottery in order to replace the delisted class.*4 While 
the Commission believes that the formulation of this 
plan is a positive step towards an acceptable call 
allocation plan, for the reasons set forth below the 
plan does not meet certain of the Commission's 
concerns. 
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First, the plan has not been agreed to by all of the 
options exchanges. Second, in view of the sixteen 
additional call classes that the CBOE will list as a 
result of the combination of its options program with 
that of the MSE,?> the Commission has concluded 
that, in order to assure fair and equitable treatment 





198While the Commission recognizes that its intention 
to permit exchanges to list puts on multiply traded 
call classes will result in some expansion of multiple 
trading, the Commission believes that the benefits 
derived from puts trading on these securities 
outweigh the marginal fragmentation and _ fair 
competition concerns arising from that action. See 
discussion infra accompanying notes 43-48. 


20See discussion infra, accompanying notes 41-53. 


1See, e.g., letter dated August 8, 1979, to Chairman 
Harold M. Williams, SEC, from Walter E. Auch, 
Chairman and Chief Executive Officer, CBOE, at 2, 
contained in File No. S7-772. 


22“Each participating SRO would be assigned, by lot 
or another random selection method, a number of 1 
through 4. The SROs would then select qualified 
underlying securities in the order of 1-2-3-4-4-3-2-1- 
2-3-4-1-1-4-3-2-3-4-1-2-2-1-4-3-4-1-2-3-3-2-1-4. At 
that point those SROs which had voluntarily delisted 
one or more classes of options would have the right, 
in an order to be chosen by lot, to select next.” /d. 


*3Due to the combination of the CBOE and MSE 
options programs, described in note 25 infra, these 
two exchanges would participate in the proposed 
lottery as one exchange. 


24Since the Commission does not propose to placea 
ceiling on the number of call classes each options 
exchange may select, it does not believe it is 
necessary to conduct the second phase of the 
lottery, as proposed. 


25On April 24, 1979, the Commission approved the 
combination of the options markets of the CBOE and 
the MSE to be consummated upon the termination of 
the moratorium (Securities Exchange Act Release 
No. 15762 (April 24, 1979), 44 FR 25538). Upon 
consummation of the combination, the MSE would 
cease to provide a market for those options listed on 
the MSE, and the CBOE would list the previously 
listed MSE classes. The consummation of the 
combination was delayed by the Commission 
pending termination of the moratorium because the 
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for all the options exchanges,”° those MSE classes 
must be taken into account in formulating the call 
expansion plan by deferring CBOE participation in 
the selection process until the other options 
exchanges have each selected sixteen additional 
call listings. Thus, the Commission believes that an 
appropriate call expansion plan must be agreed to 
by all the options exchanges and must provide for 
the equitable allocation of the limited number of new 
call options among the existing options exchanges, 
including accounting for the sixteen call classes the 
CBOE will list as a result of the MSE combination as 
the CBOE’s initial sixteen selections. The plan 
should also provide that, in order for an exchange to 
retain the right to list options allocated pursuant to 
the plan, trading must commence within a specified 
period of time. 


Since the plan currently before the Commission 
appears to be inadequate, the Commission does not 








Footnote 25 continued 


Commission determined that it was not appropriate 
to permit the CBOE to obtain the additional MSE 
options listings which would result from the 
consummation of the combination at a time when 
the other options exchanges were precluded by the 
moratorium from listing additional classes. The 
Commission, however, permitted the MSE to 
relocate its options trading floor to the CBOE floor in 
order to alleviate certain cost burdens, but the MSE 
options program remains a separate entity until 
consummation of the combination. The relocation 
was effected in May, 1979. 


*MSE volume in its current sixteen call classes, in 
1979, accounted for more than 3% of the total 
volume of calls traded on the options exchanges. 


“These proposals were withdrawn at the 
Commission’s request pending termination of the 
moratorium. 


%Options Study Report, supra note 12, at 985. 


“In addition, it should be noted that a 
contemporaneous NYSE rule filing would have 
eliminated current NYSE prohibitions on specialist 
options trading and would have permitted NYSE 
stock specialists to trade options on their specialty 
stocks. 


“For a detailed discussion of these concerns, see 
Options Study Report, supra note 12, at 983-1028. 
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intend to consider permitting any of the options 
exchanges to list new call classes (including CBOE 
listing of the MSE’s classes), until the options 
exchanges formulate and submit jointly an 
appropriate call expansion plan to the Commission. 
Provided the Commission is satisfied that such plan 
is fair and equitable, the Commission, as it has inthe 
past, will consider rule proposals by the options 
exchanges, pursuant to Section 19(b) of the Act, to 
increase the number of authorized call classes to 
accommodate the additional classes. The 
Commission also will consider at that time a CBOE 
rule proposal to increase the number of its 
authorized call classes in order to consummate the 
combination and accommodate the MSE classes. 
The Commission intends to consider the call 
expansion rule proposals of all of the options 
exchanges together and to give them expedited 
treatment. As with put expansion, call expansion 
would be limited only by SRO operational and 
surveillance capabilities and the ability of member 
firm back office operations to handle the increased 
volume resulting from the additional call classes. 


While the NYSE and the NASD have filed proposals to 
initiate standardized options trading programs,”’ the 
call expansion plan outlined above does not 
contemplate their participation. The initiation of 
standardized options trading programs by either the 
NYSE or the NASD raises certain discrete issues that 
must be resolved before such programs may be 
permitted. The Commission does not believe that 
expansion of current standardized options trading 
programs should be delayed pending resolution of 
these issues, some of which are discussed below. 


The NYSE’s standardized options plan, submitted to 
the Commission in 1977, provided that no option 
would be traded in the same room as its underlying 
security.22 The plan did not, however, restrict 
physical access by NYSE options marketmakers and 
NYSE stock specialists, or by their affiliates, to the 
other trading floor, which was to be physically 
adjacent under the NYSE plan.”° Thus, the proposal 
raised the prospect of having options trading in close 
physical proximity to the trading of the underlying 
stock in the market center which is the “primary 
market” for that stock. The Commission is 
concerned that such market integration may raise 
significant questions regarding, among other things, 
misuse of market information and potential for 
stock/options manipulation. Moreover, the 


Commission is concerned about the ability of both 
the NYSE and the Commission to conduct adequate 
trading surveillance in such an environment.*° 
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In addition, the NYSE has stated its intention to trade 
options classes already traded on other options 
exchanges. Because of the NYSE’s dominant market 
position in trading stocks eligible for options trading, 
the issue of NYSE entry into the options market 
presents the Commission with a number of special 
concerns in carrying out its statutory responsibility 
to assure the “maintenance of fair and orderly 
markets” for listed options, including, particularly, 
assuring “fair competition” among exchange 
markets for those securities.*! These concerns may 
extend beyond those raised by a general expansion 
of multiple trading in the absence of NYSE entry.*? In 
view of these unresolved questions, the Commission 
believes it is premature to permit the NYSE to 
participate in the call allocation process 
contemplated above. 





31See, e.g., Sections 3(a)(36), 11(a)(2), 
11A(a)(1)(C)(ii), 11LA(c)(1)(F), 15(c)(5), and 
17A(a)(2), [15 U.S.C. 78c(a)(36), k(a)(2), k- 
1(a)(1)(C)(ii), k-1(c)(1)(F), o(c)(5)]. See also 
discussion infra accompanying notes 43-48. 


32Options Study Report, supra note 12, at 991-1007. 


33/d, at 945-972. In addition, the absence of real-time 
reporting in underlying securities traded exclusively 
in the OTC market raises other concerns. /d. at 930- 
945. 


*There has been limited experience, to date, with 
multiple trading of options. In February, 1976, the 
CBOE became the first options exchange to permit 
trading in an options class which was already traded 
on another exchange. Subsequently, other options 
exchanges engaged in multiple trading. However, in 
aggregate only 22 classes have been traded 
simultaneously on more than one options exchange 
and, at present, only 15 options classes are multiply 
traded. 


Pub. L. No. 94-29, 89 Stat. 97 (June 4, 1975). 


%Senate Comm. on Banking, Housing & Urban 
Affairs, Report to Accompany S. 249, S. Rep. No. 94- 
75, 94th Cong., lst Sess. 13 (Comm. Print 1975) 
(“Senate Report”), reprinted in [1975] U.S. Code 
Cong. & Ad. News 179, 191. 


37Committee of Conference, H. Conference Rep. No. 
94-229, H.R. Rep. No. 94-229, 94th Cong., lst Sess. 
94 (1975) (“Conference Report”) reprinted in 
[1975] U.S. Code Cong. & Ad. News 321, 324. 
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The NASD proposal contemplated the trading of 
standardized options in the NASDAQ system, which 
would establish an over-the-counter market for 
standardized options trading. The NASD proposed to 
trade standardized options with respect to both 
underlying securities traded exclusively in the over- 
the-counter markets and underlying securities listed 
on the stock exchanges. In addition, the NASD 
proposed to allow registered NASDAQ 
marketmakers to make simultaneous markets in 
NASDAQ options and their underlying securities. 
Accordingly, the NASD proposal to trade 
standardized options raises significant 
internalization, market information and market 
surveillance questions, in addition to those posed by 
options trading on exchanges, which must be 
resolved before the NASD could initiate a 
standardized options trading program.*? 


V. Multiple Trading 
Introduction and Background 


The Commission’s determination to end the 
voluntary options moratorium and permit limited 
expansion of the trading of put and call options 
raises certain fundamental market structure issues 
which were addressed, but not resolved, by the 
Options Study. In particular, the Commission must 
consider whether to continue its current policy of 
restricting multiple trading in exchange-traded 
options or whether to permit a more unfettered 
competitive environment in which an _ options 
exchange would be free to trade any eligible options 
class, subject to the adequacy of its surveillance and 
other self-regulatory capabilities.“ 


The Securities Acts Amendments of 1975 (“1975 
Amendments’”)*> charged the Commission “with an 
explicit and pervasive obligation to eliminate all 
present and future competitive restraints that 
[can]not be justified by the purposes of the 
Exchange Act,’°° and directed the Commission “to 
remove existing burdens on competition and to 
refrain from imposing, or permitting to be imposed, 
any new regulatory burden on competition ‘not 
necessary or appropriate in furtherance of the 
purposes’ of the Exchange Act.”?” However, while the 
Congress recognized the benefits which might result 
from increased competition in the securities 
markets, it did not choose to elevate competition 
above the other goals or purposes of the Act. To the 
contrary, while the Congress has explicitly required 
the Commission to consider the competitive effects 
of its regulatory policies, the Congress has also 
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indicated that competition would not thereby 
become “paramount to the great purposes of the 
Exchange Act,’** such as the protection of investors 
and the maintenance of fair and orderly markets. 


Moreover, despite the pervasive changes made in 
the Act directing the Commission to consider the 
competitive consequences of its actions, the 1975 
Amendments do not require adoption of the least 
anti-competitive alternative available.*? Rather, the 
legislative history of the 1975 Amendments 
describes the interaction of the statutory purposes 
as follows: 


This explicit obligation to balance, against 
other regulatory criteria and considerations, 
the competitive implications of self-regulatory 
and Commission action should not be viewed 
as requiring the Commission to justify that 
such actions .be the least anti-competitive 
manner of achieving a regulatory objective. 
Rather, the Commission's obligation is to weigh 
competitive impact in reaching regulatory 
conclusions.*° 


Thus, in considering whether to permit an expansion 
of multiple trading in the options markets, the 
Commission must balance the benefits of increased 
competition against any adverse consequences, 
including any deterioration of competition in the 


options markets over the long term, which might 


result from that action. 





®Senate Report, supra note 36, at 14, [1975] U.S. 
Code Cong. & Ad. News at 192. 


In this connection, it should be noted that the 1975 
Amendments do not require the Commission to 
pursue competition per se, but instead stress the 
need to assure.“fair competition among brokers and 
dealers, among exchange markets, and between 
exchange markets and markets other than exchange 
markets.” Section 11A(a)(1)(C)(ii) [15 U.S.C. 78k- 
1(a)(1)(C)(ii)] (emphasis added). 


“Senate Report, supra note 36, at 13, [1975] U.S. 
Code Cong. & Ad. News at 191. 


“Options Study Report, supra note 12, at 809-824. 
“Options Study Report, supra note 12, at 805. 
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Discussion 


The Commission believes that multiple trading may 
have a number of positive effects on the options 
markets. Data gathered by the Options Study 
suggests that multiple trading may improve the 
quality of the markets for multiply-traded options 
classes, at least in the short term.*! Moreover, while 
the Commission recognizes that multiple trading in 
options often does not reflect direct competition for 
orders on the basis of securities price, the existence 
of alternate marketplaces have to a limited extent 
operated to discipline the quotations of 
marketmakers on the primary market and has 
contributed to the depth and liquidity of the market 
for a particular options class. 


The Options Study also noted a number of additional 
concrete benefits resulting from multiple trading. 
Specifically, the Options Study found that multiple 
trading resulted in increased competition among 
options exchanges in the types of services offered to 
the brokerage and investor community. For 
example, multiple trading occasionally resulted in 
options floor members reducing their brokerage 
charges to attract more orders. Similarly, a desire to 
attract order flow in multiply-traded options classes 
has encouraged the CBOE to make certain 
enhancements to its floor operations and both the 
CBOE and Amex to develop automated systems 
intended to reduce the costs of executing orders on 
their exchanges.‘ 


in summary, the Commission believes that an 
expansion of multiple trading in options may be 
beneficial to public investors and market 
professionals. In addition to the direct effects of 
intermarket competition in terms of increased depth 
and liquidity, multiple markets provide brokers and 
dealers with alternative markets in which to execute 
orders for a particular options class, thereby 
assuring that securities market participants are 
given an effective means of influencing market 
centers to provide more efficient pricing, execution 
and clearing services. Moreover, without the 
discipline provided through competition among 
marketmakers and among market centers resulting 
from multiple trading, the Commission would have 
to assume an undesirable oversight role in the 
allocation of securities to particular markets. 


Notwithstanding the possible benefits that may be 
obtained from multiple trading, the Commission 
recognizes that the expansion of options 
multiple trading in the current market environment 
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may have certain adverse effects. Specifically, tothe 
extent that an expansion of multiple trading results 
in a significant dispersion of order flow among 
competing options exchanges, it may raise concerns 
regarding market fragmentation and may create 
difficulties for brokers attempting to route their 
customer orders to the best available market. For 
example, options prices ina fragmented market may 
be less likely to reflect a complete assessment of all 
buying and selling interest than would be possible if 
all orders for a given option were brought together 
and permitted to interact. Furthermore, because the 
mix of buy and sell orders ina particular market may 
differ significantly from the mix in other markets, 
multiple trading may result in pricing disparities 
among markets trading the same options class, 
particularly at the opening, which may create 
difficulties for brokers in obtaining the best 
execution for their orders.** 


Perhaps even more significantly, expansion of 





multiple trading, in the present environment, may 
impede “fair competition” among market centers 
and among marketmakers. Most large brokerage 
firms do not route orders on an individual basis tothe 
market displaying the best quotation. Instead, these 
firms use their order routing systems to 
automatically transmit small customer orders toa 
designated market center. Although the factors on 
which designation is based may vary from firm to 
firm, the Options Study found that a principal factor 
that firms consider is the volume of orders which are 
executed on each exchange.“* Because of the 
importance placed on volume by many firms,“ the 
designation decisions of a few large firms may cause 
virtually all retail order flow to be routed to a single 
exchange.*® Accordingly, the Commission is 
concerned that, in the current market environment, 
meaningful competition among market centers 
resulting from an expansion of multiple trading may 
be, at best, a transitory phenomenon lasting only 
until one exchange is designated as the “primary 





‘3For example, on September 1, 1978, a number of 
Bally option series opened on the CBOE and Amex at 
widely disparate prices. See Options Study Report, 
supra note 12, at 840-841. However, despite these 
few instances of significant pricing disparities 
resulting from unusual market conditions on one, or 
both, competing exchanges and more frequent (but 
still unusual) limited pricing disparities in the 
normal course of trading (particularly at the 
opening), the Commission believes that the markets 
for multiply-traded options classes have generally 
been fair and orderly. Accordingly, the Commission 
does not believe, onthe basis of existing information, 
that the potential for pricing disparities alone is 
sufficient to outweigh the benefits which would be 
obtained from an expansion of multiple trading. 


“As the Options Study noted 


. the exchange with the most volume in a multiply 


traded class will receive all automatically routed 
customer orders and more volume. As a result, 
exchanges other than the exchange designated as 
primary are effectively precluded from competing 
for automatically routed customer orders. Without 
exposure to customer orders it may be unlikely that 
an exchange will be able to improve the quality of its 
market and thereby to attract more orders in the 
future. Such improvements may be_ unlikely 
because marketmakers on the secondary 
exchanges will not be able to assess accurately the 
supply of and demand for, or to adjust their positions 
easily with respect to, multiply traded classes if they 
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do not have an opportunity to be exposed to, and 
trade with, customer orders. Options Study Report, 
supra note 12, at 854. 


“SThe Options Study found that brokerage firms also 
consider, albeit to a lesser extent, (i) the experience 
of their traders regarding the depth and liquidity of 
the competing markets, (ii) the speed with which 
executions can be obtained and reported in each 
market center and (iii) the operational efficiency at 
each exchange. Id. at.831. 


*“°Brokerage firm. automated order ‘routing 
techniques have had a dramatic effect on the ability 
of other options exchanges to compete with the 
primary market for order flow in multiply-traded 
option classes. Data generated by the Options Study 
indicated that the PSE, Phix and MSE have been 
unable to maintain any continuous market in classes 
which are traded both on their floors and by either 
the CBOE or Amex. While at least some option 
classes which are multiply-traded on CBOE and 
Amex remain actively traded in both markets, in 
each case, either the CBOE or Amex has emerged as 
clearly predominant in a particular multiply-traded 
option class: While the remaining exchange. may 
continue to be successful in attracting some firm 
proprietary and institutional orders which are 
individually routed by the firm’s “upstairs” trading 
desk, it has been unable to attract a significant 
percentage of the automatically routed retail order 
flow. See Options Study Report, supra note 12, at 
829-838 and Table 12. 
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market” for a particular options class.*’ Moreover, 
this phenomenon may only be exacerbated in the 
event the NYSE were permitted to multiply trade 
options. 


While the Commission remains concerned over the 
fragmentation and fair competition concerns 
discussed above, it presently is of the view that, 
under appropriate circumstances, the benefits of 
expansion of multiple trading appear to outweigh 
any adverse consequences. To the extent that 
fragmentation and fair competition concerns are 
exacerbated by an expansion of multiple trading, 
Congress has indicated that the solution should lie 
not in centralizing all trading of a particular options 
class in one market center,*? but instead, to the 
extent possible, in the development and 
implementation of communications and data 
processing equipment to create a single “integrated 
[securities trading] system.”*° 


In this regard, the Commission believes that certain 
of the concerns arising from expanded options 


multiple trading might be alleviated through the 
development of technical facilities to integrate the 
options markets (“market integration facilities”). 
Accordingly, while the Commission, at this time, is 
inclined toward expansion of multiple trading, it 
believes that the near term development of market 
integration facilities might create a fairer, more 
efficient market structure within which multiple 
trading would occur. As a result, the Commission is 
deferring further action on the general expansion of 
multiple trading at this time* in order to afford the 
SROs an opportunity to consider whether, and to 
what extent, the development of market integration 
facilities would minimize concerns regarding 
market fragmentation and maximize competitive 
opportunities in the options markets. The 
Commission requests that the SROs jointly discuss 
the desirability of implementing these types of 
facilities in connection with multiple trading 
expansion. If the SROs determine that the 
development of market integration facilities for the 
options markets may alleviate such concerns, the 
Commission requests the SROs to submit within six 





“It should also be noted that, to the extent that the 
profitability of the Phix and PSE is significantly 
related to their options programs, an expansion of 
multiple trading, under present market conditions, 
might adversely affect, to a material degree, the 
financial condition of these regional exchanges. 
While the Commission has consistently stated that 
the preservation of any particular market cannot 
alone be considered the controlling factor in 
weighing the competitive consequences of any 
particular action, the Commission is nevertheless 
concerned that immediate expansion of multiple 
trading might jeopardize the ability of those regional 
exchanges to participate as meaningful competitors 
in the continuing development of a national market 
system for stocks. See Options Study Report, supra 
note 12, at 864-870. 


‘See discussion supra accompanying notes 43-48. 


“In an analogous situation, Congress specifically 
refused to resolve concerns regarding 
fragmentation in the stock market by requiring all 
trading for a security to occur in one market. The 
Senate Committee on Banking and Currency 
perhaps best explained this position two years prior 
to the passage of the 1975 Amendments when it 
Stated 
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...T} here appears to be general agreement that the 
success and quality of an auction market depend on 
a concentration of public buying and selling orders 
inthe market. . .. Therefore, looking at [the question] 
solely from this point of view any “diversion” of 
orders away from the primary market would be 
inimical to the public interest. It does not, however, 
follow from this that all orders should be “brought 
back” to the NYSE. What does follow is that all steps 
possible should be taken to develop promptly a 
national market system within which the full 
interplay of supply and demand can properly be 
reflected. 


Report of the Senate Committee on Banking and 
Currency Pursuant to S. Res. 109, 92nd Congress, 
2nd Sess. at 44. See also Conference Report, supra 
note 37, at 92, [1975] U.S. Code Cong. & Ad. News at 
323. 


5°Conference Report, supra note 37, at 92, [1975] 
U.S. Code Cong. & Ad. News at 323. 


The Commission has determined, however, to 
permit options exchanges to list (and multiply trade) 
puts on securities which underlie those few existing 
multiply-traded call classes. See discussion supra, 
accompanying notes 18-19. 
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months of the date of this release® a description of 
the facilities needed and a plan (including projected 
timetable) for the implementation of these 
facilities.°? Thereafter, the Commission will consider 
what further action should be taken, in light of the 
SRO response and any comments received on this 
release, with respect to the expansion of multiple 
trading. 


Market Integration Facilities 


In order to expedite the deliberations of the SROs, 
the Commission believes that it would be useful to 
provide a preliminary discussion regarding possible 
market integration facilities or systems for the 
options markets. As a conceptual matter, the 
Commission believes that the perceived adverse 
effects of multiple trading in the options markets 
might be ameliorated by three complementary or 
alternative approaches. First, a market linkage 
system similar to the Intermarket Trading System 
(“ITS”)* implemented by various stock exchanges 
might be developed which would provide a prompt 
and efficient means of sending and receiving orders 
to purchase or sell multiply-traded options among all 
market centers that permit the trading of those 
options. Second, brokerage firms handling retail 
options order flow might route those orders on an 
individual basis to the market center disseminating 
the best quotation accompanied by a quotation size 
equalling or exceeding the order in question. Finally, 
an order exposure system for options public limit 
orders might be developed which would provide for 
simultaneous representation of public limit orders in 
all options exchanges and give floor participants on 
those exchanges access to these public limit orders. 


While either of the first two approaches (an 
intermarket linkage system or the individualized 
routing of retail orders) might theoretically 
ameliorate certain of the concerns raised by 
multiple trading, commentary submitted by various 
options exchanges raises questions as to whether 
either approach is feasible at this time. The 
successful implementation of either a market 
linkage system or individualized routing of retail 
orders is virtually entirely dependent upon the 
quality and reliability of quotation information 
disseminated by each market center (i.e., the extent 
to which published quotations from options 
exchanges can be considered “firm’”). However, the 
Commission has received significant commentary 
that a firm quotation rule (such as that currently in 
place for stocks) could not be applied to options.® 
First, it has been argued that, because options are 
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derivative securities, a change in the price of the 
underlying stock may require adjustments in 
quotations for some, if not all, of the options series 
related to the stock. Accordingly, the argument has 
been made that it would be physically impossible for 
a marketmaker on an options exchange floor to 
monitor the market in the underlying stock and 
numerous related options series in order to update 
quotations in these options on a timely basis.% 





If the SROs determine that implementation of such 
facilities is unnecessary, not feasible or otherwise 
inappropriate, the Commission requests the SROs to 
so advise the Commission, together with the reasons 
therefor. 


‘3Any submission made by the SROs should contain 
more than a generalized policy discussion of the 
issues raised by the development of market 
integration facilities for the options markets. 


“The ITS was developed jointly by several 
exchanges and is designed to permit orders for the 
purchase and sale of multiply-traded securities to be 
routed among market centers. The Commission in 
1979 extended its approval of ITS for an additional 
three years to permit observation of the effects of 
that system on the markets and to better evaluate 
the possible role of ITS in a national market system 
for stocks. See Securities Exchange Release No. 
16214 (September 21, 1979), 44 FR 56069. 


In addition to concerns raised by the accuracy and 
reliability of options quotations, a market linkage 
system such as the ITS might prove too slow and 
cumbersome a mechanism to provide for 
coordinated openings among options market 
centers. Because options are derivative securities, 
the price at which an options series should be 
opened cannot be determined until the underlying 
stock has opened. Since only one series at a time 
may be traded at the opening, coordinated openings 
for all related options series would have to be 
accomplished very quickly in order to avoid 
significant delays in the commencement of open 
trading of all options series. Thus, any market 
linkage system which, like ITS, depends on the 
sending of administrative messages among market 
centers might cause unacceptable delays in 
completing a coordinated opening rotation. 


See letter to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, from Joseph 
W. Sullivan, President, CBOE, dated August 1, 1977 
at 4-5. 
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Second, the competing marketmaker system 
currently employed by the CBOE, MSE and PSE 
results in substantially larger trading crowds for 
options than in stocks. Accordingly, the CBOE has 
strenuously argued that a firm quotation rule would 
create extreme operational problems on its floor 
since it would be difficult to quickly and accurately 
report all quotation changes in price and size. 
Finally, the CBOE has argued that enforcement of a 
firm quotation rule would be problematic because of 
the difficulties in identifying the particular member 
of a large crowd who was responsible for a displayed 
quotation.°’ 


In summary, it would appear that, if a firm quotation 
rule similar to the one currently applicable to stocks 
were applied to the options markets, it might impede 
the orderliness of the market, significantly increase 
risks for options rmmarketmakers and create 
unwarranted disincentives to the continued 
maintenance of competing marketmaker systems. 
Moreover, if a firm quotation rule were devised which 
would not subject options marketmakers to 


inappropriate risks, perhaps by providing an 
exception to firmness for a period of time after a 
change in the price of the underlying stock long 
enough to permit options marketmakers to revise, 
where needed, their options quotations, the 
additional exceptions to firmness might effectively 
emasculate the rule. 


Thus, the Commission has serious concerns 
whether a market linkage system such as the ITS or 
individualized order routing of retail orders will, due 
to the dependence of each alternative on accurate 
quotation information, provide a basis for alleviating 
the problems arising from options multiple trading. 
However, as a preliminary matter, an order exposure 
system would not appear to have similar 
limitations.*? An order exposure system would not be 
dependent on the accuracy and reliability of 
quotation information. Instead, the system's 
effectiveness would be based on the display of 
public limit orders which are, by their nature, revised 
less often than quotations and therefore may be 
considered firm until actually withdrawn from the 





7Id. at 2-4. 


58The Commission recognizes that an intermarket 
linkage system, perhaps modeled after ITS, might 
prove useful even if no firmness requirement for 
options quotations were in place. For example, in 
cases in which substantial pricing disparities exist 
between two exchanges trading the same options 
class, floor members on one exchange might more 
easily engage in arbitrage activity by routing orders 
to the second exchange, and by so doing reduce the 
pricing disparities between the two exchanges. 
Similarly, in cases where there is an imbalance of 
supply and demand for a particular multiply-traded 
options series on one exchange, a linkage system 
which provided a prompt and efficient means for 
marketmakers to “lay-off’ that imbalance on 
another exchange might enhance the price 
continuity and liquidity of the options markets. 
However, the implementation of such a system 
without firm quotations would do little to enable 
brokers to execute their customers’ orders in the 
best market and may therefore be ineffectual in 
achieving best execution of customer orders or in 
achieving a fair field of competition. 


The Commission anticipates that an order 
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exposure system would consist of an electronic 
facility which (1) permits brokers to directly enter 
and retrieve public limit orders from the system from 
either an exchange floor or from the brokers’ 
upstairs offices; (2) queues those orders for 
execution on the basis of price and, with respect to 
orders at the same price, on the basis of time; (3) 
provides a display summary of those orders on each 
options exchange; (4) provides floor members on 
each options exchange an equal opportunity to 
automatically execute against orders contained in 
the system; and (5) provides the floor member 
executing against the limit order and the broker who 
inserted the order an immediate report of the 
execution obtained. 


The Commission believes that, in order to minimize 
any disruptive effects an order exposure system may 
have on the manner in which options are currently 
traded, only public limit orders should be included in 
the system. However, there would appear to be no 
technical impediments to also including other types 
of orders in the system and therefore the 
Commission believes that the SROs should consider 
whether it would be more desirable to include all 
limit orders in an order exposure system. 
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system.© Moreover, while a market linkage system 
and individualized routing of retail orders force 
users, because of exceptions to firmness and 
relatively long response time, to assume risks if the 
quotation sought to be executed against is no longer 
available by the time an order is routed to it, an order 
exposure system does not require users to assume 
similar risks because floor members on each 
options exchange would be able to automatically 
execute against orders contained in the system.®! 
Accordingly, the Commission believes that, in an 
options trading environment, an order exposure 


system may have certain operational advantages 
over other types of market integration facilities. 


The Commission also believes that the concerns 
which have been raised over the proposal of 
analogous facilities for stocks®? (namely that the 
preference for public limit orders contained in such 
a facility would create disincentives to 
marketmaking and would force virtually all trading to 
be centralized in that facility) may not be equally 
applicable to an order exposure system for options. 
First, three of the five existing options exchanges 





©The Commission would anticipate that the options 
exchanges would each adopt rules which would 
provide, with no exceptions, that all public limit 
orders contained in the system may be executed 
against by any floor member on any options 
exchange until they are executed or cancelled. 


61|n addition, due to the short response time of an 
order exposure system, it would appear that it might 
be an efficient mechanism for providing openings 
among all markets that permit the trading of an 
options class. 


6@The CBOE is presently implementing, on a phased 
basis, an order support system (“OSS”) which when 
completed will consist of an automated limit order 
book and order routing system for its options market. 
The OSS will, among other things, provide CBOE 
member firms with the ability to electronically route 
public limit orders to, and retrieve those orders from, 
an automated book. In addition, when a transaction 
occurs involving a public limit order, the OSS will 
automatically provide a report of that execution to 
the member firm. Because the characteristics of 
OSS appear to correspond to the minimum 
characteristics necessary for an order exposure 
system, it may be that OSS, or a similar system, 
could be adapted to serve as an order exposure 
system. 


The Commission recognizes, however, that the 
adaptation of OSS to an order exposure system 
would, in certain respects, change the manner of 
trading on the floor. Under current CBOE rules, 
which would continue to apply even after full 
implementation of OSS as presently contemplated, 
an execution involving the book occurs the moment 
a floor participant indicates to the Order Book 
Official that he wants to execute against a particular 
limit order. If an order exposure system were 
implemented, however, it would be necessary to 
provide all competing market centers with an equal 
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opportunity to execute against limit orders 
contained in that system. Accordingly, all executions 
against booked public limit orders would have to 
occur within the system with marketmakers on any 
exchange required to wait for an execution report 
before being assured that their transaction was 
effected. 


630n January 26, 1978, the Commission issued a 
policy statement which set forth its views as to those 
steps which it believed should be taken to facilitate 
development of a national market system for stocks. 
Among the steps proposed by the Commission in 
that statement was the development of a central 
limit order file (“Central File”) into which public limit 
orders could be entered, queued for execution by 
price and, with respect to orders at the same price, 
by time, and providing a preference for those orders 
over all other orders at the same price. Securities 
Exchange Act Release No. 14416 (January 26, 
1978), 43 FR 4354. But see Securities Exchange Act 
Release No. 15671 (March 22, 1979), 44 FR 20360. 


A number of commentators argued that the 
existence of a central depository for limit orders, 
accessible to all markets, as well as the proposed 
preference provided public limit orders through the 


Central File, would provide a major trading 
advantage for those orders which would result in 
investors almost exclusively employing limit orders. 
In their views, as the percentage of public orders 
routed directly to the Central File increased, the 
incentives for marketmaking on an exchange floor 
would correspondingly decrease, resulting in many 
exchange specialists relinquishing their exchange 
memberships and choosing instead to make 
markets upstairs. As a result, commentators argued 
that the final result of a Central File for stocks would 
be elimination of traditional exchange markets and 
an inexorable movement to an automated trading 
system. See letters from Richard B. Walbert, 
President, MSE, to George A. Fitzsimmons, 
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currently permit only public orders on their books 
and generally provide those orders with a preference 
over other orders (with certain exceptions). Despite 
the “trading advantages” currently provided public 
limit orders on these options exchanges, the 
Commission has observed no tendency for all or 
most orders routed to those exchanges to be 
designated as limit orders. The Commission 
believes that this result is caused, at least in part, by 
the fact that a significant percentage of public 
trading activity in options involves spreads and other 
combination orders which cannot be readily entered 
into the limit order book. 


Second, because the order exposure system could 
be limited to public orders, there should continue to 
be substantial professional trading on option 


exchanges. This professional trading in options 
involves a larger percentage of total transactions 
than is the case in stocks because of the heavy 
reliance by options marketmakers on spreading 
strategies to reduce their marketmaking risks and 
because of the large professional trading crowds 
which exist on most options changes. 


For these reasons, the Commission believes that an 





Footnote 64 continued 


Secretary, SEC (May 30, 1978) at 34-38 and from 
James E. Buck, Secretary, NYSE, to George A. 
Fitzsimmons, Secretary, SEC (May 31, 1978), 
contained in File No. S7-735-A. 


SIf the SROs remain concerned, however, over the 
effects that an order exposure system might have on 
the trading environment, they might wish to consider 
providing public limit orders placed in that system 
with only nation-wide price protection rather than a 
preference over other orders at the same price. 
Limiting the “trading advantages” of public limit 
orders might eliminate any disincentive to 
marketmaking stemming from the creation of an 
order exposure system and might further assure that 
a substantial percentage of public order flow 
continues to be routed to the floors of the various 
exchanges. The Commission is concerned, however, 
that a determination to only require inter-market 
price protection for options public limit orders held 
in the order exposure system would probably cause 
those options exchanges presently providing a 
trading preference in their own market to public limit 
orders to eliminate that preference. Accordingly, if 
the SROs choose not to grant public limit orders 
inserted into the system a trading preference, they 
should specifically discuss in their submission to the 
Commission the basis for their decision. 
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order exposure system could be implemented by the 
options exchanges without the potential for 
unnecessary disruptive effects on the current 
options markets.® 


The foregoing discussion is not intended as a 
Commission mandate for implementation of any 
order exposure system or to indicate a Commission 
judgment that other types of market integration 
facilities would not be appropriate for the options 
markets. To the contrary, it may be feasible for the 
SROs to develop more traditional market linkages, 
similar to the ITS. However, in the event that the 
SROs determine that market integration facilities 
should be developed which are, in large part, 
dependent on the reliability of displayed options 
quotation information, the SROs should specifically 
discuss in their submission the manner in which 
they would establish firm quotations for options. 


Vl. Expansionary Rule Filings 


In connection with the termination of the 
moratorium, the Commission has determined to 
begin to consider, pursuant to Section 19(b) of the 
Act, expansionary SRO rule proposals relating to 
options, including the NYSE and NASD proposals to 
initiate standardized options trading programs if the 
NYSE and NASD wish to resubmit those proposals. 
Expansionary options rule proposals will be 
considered by the Commission on a case-by-case 
basis. In view of the Commission’s limited resources, 
however, the Commission requests the SROs to 
stagger the filing of such rule proposals and, to the 
extent feasible and appropriate, to establish 
priorities jointly with the Commission. 


Vil. Solicitation of Comment 


The Commission solicits comments on any of the 
issues associated with matters addressed in this 
release. Commentators should file six copies of their 
submission with George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549, and should refer to File No. S7-772. All 
submissions will be made available for public 
inspection at the Commission’s Public Reference 
Section, Room 6101, 1100 L Street, N.W., 
Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16702/March 27, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6201/March 27, 1980 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16703/March 27, 1980 


The Securities and Exchange Commission 
announced, pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”), 
the single ten day suspension of exchange and over- 
the-counter trading for the period commencing at 
2:15 p.m. (EST) on March 27, 1980 and terminating 
at Midnight (EST) on April 5, 1980 of the securities of 
Bache Group, Inc. (“Bache”), Bache Building, 100 
Gold Street, New York, NY 10038. 


The Commission ordered the suspension of trading 
in Bache securities in view of certain undisclosed 
material corporate events relating to commodities 
futures trading accounts maintained by customers 
with the firrn. The Commission notes that the New 
York Stock Exchange today has halted trading in 
Bache securities. 


The Commission cautions brokers, 
shareholders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


dealers, 


Furthermore, brokers and dealers should be aware 
of the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension, no quotation may be entered unless and 
until they have strictly complied with all the 
provisions of such rule. If any broker or dealer has 
any questions as to whether or not he has complied 
with such rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with such rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 


violation of such rule, the Commission will consider 
the need for prompt enforcement action. The 
Commission notes that it may determine to 
terminate the suspension of Bache securities before 
the ten day suspension period expires, if 
appropriate. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21485/March 21, 1980 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-6412) 


ORDER AUTHORIZING INCREASE IN NUMBER OF 
AUTHORIZED COMMON SHARES; SOLICITATION 
OF PROXIES 


The Southern Company (“Southern”), a registered 
holding company, has filed an = application- 
declaration with this Commission pursuant to 
Sections 6(a), 7 and 12(e) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 62 
and 65 promulgated thereunder regarding the 
proposed transaction. 


Southern proposes to amend its Certificate of 
Incorporation so as to increase the total number of 
shares of common stock, par value $5.00 per share, 
which Southern shall have authority to issue from 
185,000,000 to 225,000,000. Of the 185,000,000 
shares which Southern presently is authorized to 
issue, 148,744,837 shares were outstanding as of 
December 31, 1979. During the three-year period 
1977 through 1979, Southern issued and sold 
25,938,204 shares of common stock in order to 
provide its operating subsidiaries the additional 
common equity portion of the capital needed to 
finance their construction programs. In light of the 
current construction program estimates of 
Southern’s subsidiary companies, it is expected that 
their requirements for receipts of common stock - 
Capital from Southern will continue in future years 





and that in the period 1980 through 1982 Southern 
will be required for such purposes to sell additional 
shares of its common stock approaching, if not 
exceeding, the number of its presently authorized 
but unissued shares. 


Accordingly, the proposed amendment is 
considered necessary to provide a reasonable 
amount of authorized but unissued shares of 
common stock to be used for financing additional 
common equity capital requirements of Southern’s 
subsidiaries and for other purposes, such as The 
Employee Stock Ownership Plan of The Southern 
Company System and investments by stockholders 
under Southern’s Dividend Reinvestment and Stock 
Purchase Plan and by employees under the 
Employee Savings Plan. The proposed amendment 
to the Certificate of Incorporation has been proposed 
and declared advisable by the Board of Directors of 
Southern and its adoption requires the favorable 
vote of the holders of a majority of the outstanding 
shares of common stock of Southern. Accordingly, 
Southern proposes to submit the amendment for 
consideration and action by its stockholders at the 
annual meeting of such stockholders to be held on 
May 28, 1980 and, in connection therewith, to solicit 
proxies from its stockholders. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $11,500, including legal fees of $5,000. 
It is stated that no state or federal regulatory 
authority, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21454), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21486/March 21, 1980 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
ASH CREEK MINING COMPANY 
Tulsa, Oklahoma 


(70-5868) 


SUPPLEMENTAL ORDER AUTHORIZING 
EXTENSION OF SHORT-TERM LOANS TO MINING 
SUBSIDIARY 


Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, and Ash 
Creek Mining Company (“Ash Creek”), a mining 
subsidiary of PSO, have filed with this Commission a 
post-effective amendment to their application- 
declaration previously filed and amended pursuant 
to Sections 6, 7, 9(a), 10 and 12 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 43 
and 45 promulgated thereunder concerning the 
following proposed transaction. 


By order dated November 30, 1976 (HCAR No. 
19777), PSO was authorized to organize and acquire 
all of the authorized common stock of Ash Creek, 
and to transfer to Ash Creek all of its existing coal 
interests in exchange for Ash Creek’s common stock 
in an aggregate par value equal to PSO’s capital costs 
relating to the coal interests. PSO transferred to Ash 
Creek properties having a cost basis of $3,839,040 
in return for 383,904 shares of Ash Creek’s common 
stock, par value $10 per share. Additional properties 
have not yet been transferred and remain in PSO 
ownership. PSO was also authorized to make short- 
term loans to Ash Creek, through December 31, 
1977, in the form of either open account advances or 
evidenced by notes, in an aggregate amount not to 
exceed $12,500,000 at any one time outstanding, to 
finance Ash Creek’s fuel programs. That 
authorization has subsequently been extended 
pursuant to supplemental orders (HCAR Nos. 





20329, 20414, 20476, 20505, 20568, 20646, 
20710, 20754, 20863, 20926, 20975, 21049 and 
21364). In the latest such supplemental order dated 
December 28, 1979 (HCAR No. 21364), PSO was 
authorized to continue its financing of Ash Creek 
through March 31, 1980, in the maximum principal 
amount of $1,117,500 outstanding at any one time. 


By post-effective amendment applicants-declarants 
request an extension of PSO’s authorization to 
finance Ash Creek through June 30, 1980, in the 
maximum principal amount of $1,050,000 
outstanding at any one time. Said amount includes 
approximately $900,000 of such loans expected to 
be outstanding at March 31, 1980, and $150,000 to 
cover budgeted expenditures through June 30, 
1980. 


The reason for such loans is the continued and 
indefinite suspension of mining operations at Ash 
Creek, pending the securing of permission from the 
Wyoming Department of Environmental Quality for 
coal trucks to use the state highway serving Ash 
Creek's proposed coal outloading facility for PSO 
mine No. 1 near Sheridan, Wyoming, and the 
availability of federal coal leasing on PSO’s Statec 
Ranch property. Accordingly, Ash Creek has not 
budgeted expenditures for further coal exploration 
and mine development activities or for construction 
of a coal outloading facility. Expenditures are 
needed, however, for maintenance and 
administrative costs required to maintain the 
interests of Ash Creek and PSO. 


It is stated that PSO and Ash Creek do not 
contemplate further development of the coal 
interests described in this filing, and that they 
continue to hold and maintain them until they can 
negotiate a satisfactory sale of the interests to a non- 
affiliate. Such sale is contemplated irrespective of 
any actions taken by the Wyoming Department of 
Environmental Quality with respect to the coal 
outloading facility and irrespective of any possible 
future availability of a federal coal leasing program 
on PSO’s States Ranch property. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$300. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendment, it is 
hereby found that the applicable standards of the 
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Act and the Rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
amendment, be granted and permitted to become 
effective in part: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and Rules thereunder, that PSO 
be, and it hereby is, authorized forthwith to continue 
its financing of Ash Creek through June 30, 1980, in 
the maximum principal amount of $1,050,000 
outstanding at any one time (said amount 
representing the $900,000 expected to be 
outstanding at March 31, 1980, and $150,000 of 
budgeted expenditures for Ash Creek through June 
30, 1980), subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to any further 
extension of time and any expenditures to be made 
after June 30, 1980. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21487/March 21, 1980 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS SUPPLY CORPORATION 
Oil City, Pennsylvania 


NATIONAL GAS STORAGE CORPORATION 
Buffalo, New York 


(70-5961) 
ORDER AUTHORIZING TRANSACTIONS RELATED 
TO THE ORGANIZATION OF A NEW SUBSIDIARY 


COMPANY TO ENGAGE IN THE UNDERGROUND 
STORAGE OF GAS FOR NONAFFILIATED UTILITIES 
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National Fuel Gas Company (‘National’), a 
registered holding company, and two of its 
subsidiary companies, National Fuel Gas Supply 
Corporation (“Supply Corporation”) and National 
Gas Storage Corporation (“Storage Corporation”), 
have filed an amended application-declaration with 
this Commission pursuant to Sections 6(a), 7, 9(a), 
10 and 12 of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rules 43 and 45 promulgated 
thereunder regarding the following proposed 
transactions. 


National, the holding company, performs financing 
and administrative functions on behalf of its 
subsidiaries but is not engaged in the transmission 
or distribution of natural gas. It has no material 
assets except for the securities of its subsidiaries. 
Supply Corporation, a Pennsylvania corporation, is 
engaged in the interstate production, purchase, 
storage, transportation, and sale of natural gas at 
wholesale. It owns and operates an intergrated gas 
pipeline supply network extending from the 
southwestern part of Pennsylvania to the New York- 
Canadian border. Approximately 98% of the natural 
gas produced and purchased by Supply is sold to 
National Fuel Gas Distribution Corporation 


(“Distribution Corporation”), a wholly owned public- 
utility subsidiary of National. Supply Corporation 


also supplies natural gas at wholesale and renders 
gas storage service to certain nonaffiliated utilities. 
Storage Corporation was incorporated on June 9, 
1976, under the Transportation Corporations Law of 
the State of New York. Storage Corporation has no 
assets or liabilities and no securities outstanding. It 
has been formed by National to engage in the 
storage of gas and related activities upon 
consummation of the transactions described below. 


A notice was issued in this proceeding on February 
14, 1977 (HCAR No. 19884); however, the filing was 
never completed and no order was issued. The 
companies have now filed amendments to the 
application-declaration which restate entirely the 
original filing. 


It is proposed that Storage Corporation will issue 
securities and acquire from Supply Corporation 
assets necessary to develop underground gas 
storage and related transportation facilities in 
Southwestern New York and adjoining northwestern 
Pennsylvania having an aggregate top gas storage 
capacity of approximately 23.5 billion cubic feet 
(“BCF”). Initial construction is being carried out by 
Supply Corporation in expectation of transferring 
partially completed facilities to Storage Corporation 
as of April 1, 1980. The total cost of development for 
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Storage Corporation's facilities is estimated to 
exceed $68,000,000 over the period of preliminary 
development and the two to three-year construction 
period. Storage Corporation will render gas storage 
service to non-affiliated utilities. These utilities will 
utilize Storage Corporation's service so that they may 
continue to deliver gas to high priority residential 
and commercial customers during the winter 
months when demand is high, from supplies stored 
over the summer months when gas is relatively more 
plentiful. Normally, gas is stored during the months 
of April through October and withdrawn from storage 
for use during the months of November through 
March (“Storage Year”). 


It is stated that Supply Corporation has extensive 
experience in underground gas storage operations 
and owns rights in several areas which may be 
developed for gas storage purposes. Supply 
Corporation currently operates, independently or in 
conjunction with certain of its suppliers, 31 
underground gas storage areas within the National 
Fuel Gas System. It is proposed that Storage 
Corporation will acquire from Supply Corporation (i) 
one of the existing developed storage areas and (ii) 
partially constructed facilities and leasehold 
interests at two undeveloped areas. 


The developed area is known as the East 
Independence Pool and has an estimated top gas 
storage capacity capability of 3.3 BCF. This capacity 
is in excess of the system’s internal needs for the 
foreseeable future and may therefore be transferred 
to Storage Corporation to serve non-affiliated utilities 
without adversely affecting existing customers of the 
System. The two partially constructed undeveloped 
areas are known as the West Independence and 
Beech Hill pools and have respective estimated top 
gas storage capacity capabilities of 8.2 and 12.0 
BCF. 


In order for Storage Corporation to complete 
development of the underground gas storage 
facilities and render storage service to customers, 
the applicants-declarants propose to capitalize 
Storage Corporation through the following 
transactions. The transactions would be 
consummated as of April 1, 1980, or as soon 
thereafter as possible (“Closing Date’), with the 
exception of transactions (A)(1), (A)(2), and (A)(3), 
below, which would be consummated in advance of 
the Closing Date. 


A. Transactions taking place before the Closing Date: 
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(A)(1) National proposes to issue and sell from time 
to time during the period from the date of the 
Commission’s order authorizing this transaction 
through the Closing Date, its unsecured short-term 
notes to The Chase Manhattan Bank, N.A. (“Chase”), 
pursuant to a Letter Agreement between Chase and 
National, in an aggregate principal amount not to 
exceed $4.7 million at any one time outstanding. The 
notes will mature within twelve months from their 
date of issue, will bear interest payable quarterly at 
the prime commercial rate of Chase in effect from 
time to time, and will be prepayable, in whole or in 
part, at any time without penalty. 


National has informally agreed with Chase to 
maintain average balances of 20% of the average 
loans outstanding; however, the average balances 
maintained for normal operating needs are 
sufficient to cover these amounts. Assuming an 
average balance of 20% were required, the effective 
cost of money, based on a 19.0% prime rate, would 
be 23.75%. There will be no commitment fee nor any 
closing or related costs in connection with National’s 
borrowings from Chase. 


National proposes to use the proceeds of such short- 
term borrowings to acquire for cash from time to 
time, prior to the Closing Date, up to $4.7 million 
aggregate principal amount at any one time 
outstanding of short-term unsecured notes from 
Supply Corporation. 


(A)(2) In exchange for equal cash consideration, 
Supply Corporation will issue from time to time to 
National, during the period commencing with the 
authorization by the Commission of this transaction 
and ending with the Closing Date, up to $4.7 million 
aggregate principal amount of short-term 
unsecured notes. Each such note will be dated the 
date and bear the effective interest rate of related 
short-term notes of National issued to Chase, 
described above. Each short-term note of Supply 
Corporation issued pursuant to this transaction will 
mature within twelve months of its date of issue with 
interest payable quarterly until the principal amount 
is paid in full. Supply Corporation will have the option 
to prepay any note issued pursuant to this 
transaction at any time, in whole or in part, without 
penalty or premium. Supply Corporation will use the 
proceeds of these notes for construction 
expenditures during 1980 for gas storage facilities 
which are proposed to be transferred to Storage 
Corporation. On the Closing Date, Storage 
Corporation will assume Supply Corporation's 
indebtedness to National represented by the 
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aggregate amount of notes outstanding pursuant to 
this transaction, as partial consideration for the 
transfer by Supply Corporation to Storage 
Corporation of its interest in construction work in 
progress at the storage facilities, as described below 
under transaction (B)(1)(b). 


(A)(3) As consideration for the sum of $10.00 to be 
paid by National, Storage Corporation will issue 1 
share of its fully paid nonassessable common stock, 
no par value, to National, and National will acquire 
such share, thereby causing Storage Corporation to 
become a wholly-owned subsidiary of National. The 
entire consideration received for the share shall 
constitute stated capital of Storage Corporation. 


B. Transactions taking place on or after the Closing 
Date: 


1. Supply Corporation: (B)(1)(a) In exchange for 24 
shares of Storage Corporation common stock, no par 
value, Supply Corporation will convey to Storage 
Corporation all of the right, title, and interest of 
Supply Corporation existing as of June 1, 1976, in 
facilities at East Independence and unimproved 
leasehold interests at West Independence and 
Beech Hill. The 24 shares of common stock of 
Storage Corporation will be entered on the books of 
Supply Corporation at the net book value of the 
facilities and leasehold interests transfered as 
determined by original cost less accumulated 
depreciation, amortization, and depletion, if any, to 
the date of transfer, as they appear on the books of 
Supply Corporation. Assuming that the transfers 
occur as of April 1, 1980, the facilities and leasehold 
interests at the respective storage areas are 
expected to have net book values approximating 
$2,965,000, $47,000, and $6,000, for an estimated 
total of $3,018,000. 


(B)(1)(b) In exchange for (i) the assumption by 
Storage Corporation of indebtedness to National 
represented by a $10.3 million portion of Supply 
Corporation’s $17.5 million 8.7% promissory note 
due December 31, 1980, (ii) the assumption by 
Storage Corporation of up to $4.7 million aggregate 
principal amount of short-term unsecured notes 
payable to National described in transaction (A)(2) 
above, together in each case with accrued interest 
payable at the time of assumption, (iii) 75 shares of 
common stock, no par value, of Storage Corporation, 
(iv) 320,000 shares of the Cumulative Preferred 
Stock, 9.6% Series ($25 par value), of Storage 
Corporation, Supply Corporation will convey to 
Storage Corporation all of Supply Corporation’s right, 
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title, and interest in construction work in progress 
representing improvements, materials, and 
preliminary development at the three storage areas. 
As of April 1, 1980, such improvements, materials, 
and preliminary development are expected to 
aggregate approximately $32,100,000. The $10.3 
million and up to $4.7 million of indebtedness will be 
assumed by Storage Corporation in return for the 
conveyance to Storage Corporation of real property 
having a net book value equal to such indebtedness 
assumed. The remainder of the construction work in 
progress, including all personalty, will be conveyed 
to Storage Corporation in exchange for the 75 shares 
of common stock and 320,000 shares of preferred 
stock of Storage Corporation. These shares will be 
valued on the books of Supply Corporation at $9.1 
million and $8.0 million, respectively. 


(B)(1)(c) Supply Corporation will transfer te 
National, as a dividend, all of the 24 shares of 
common stock of Storage Corporation which it will 
receive pursuant to transaction (B)(1)(a) above. 


(B)(1)(d) As consideration for the cancellation by 
National of the $5.0 million 9.6% note, the $4.9 
million prime interest rate note, and a $7.2 million 
portion of the $17.5 million 8.7% note, Supply 
Corporation will convey to National the 75 shares of 
common stock and 320,000 shares of preferred 
stock received from Storage Corporation pursuant to 
transaction (B)(1)(b) above. 


2. Storage Corporation: (B)(2)(a) As consideration 
for the assets to be acquired from Supply 
Corporation indicated in transaction (B)(1)(a), 
Storage Corporation will issue 24 shares of its fully 
paid non-assessable common stock, no par value, to 
Supply Corporation. The entire consideration 
received for such shares shall constitute stated 
capital of Storage Corporation and shall be valued at 
the net book value of the assets acquired as they 
appear on the books of Supply Corporation as 
determined by original cost less accumulated 
depreciation, amortization, and depletion, if any, to 
the date of transfer. 


(B)(2)(b) As consideration for assets to be acquired 
from Supply Corporation indicated in transaction 
(B)(1)(b) above, Storage Corporation will (i) assume 
the indebtedness of Supply Corporation to National 
represented by a $10.3 million portion of the $17.5 
million 8.7% promissory note due December 31, 
1980, (ii) assume up to $4.7 million aggregate 
principal amount of short-term unsecured notes 
payable to National described in transaction (A)(2) 
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above, together in each case with accrued interest 
payable to the time of assumption of the 
indebtedness, (iii) issue to Supply Corporation 75 
shares of Storage Corporation’s common stock, no 
par value, and (iv) issue to Supply Corporation 
320,000 shares of the Cumulative Preferred Stock, 
9.6% Series ($25 par value), of Storage Corporation. 
Consideration consisting of $9.1 million and $8.0 
million of Supply Corporation's right, title, and 
interest in construction work in progress at the three 
storage areas shall constitute, respectively, stated 
capital and preferred stock capital of Storage 
Corporation. 


The terms and conditions governing all series of 
Storage Corporation’s Preferred Stock are identical 
to the terms and conditions set forth in the charter of 
National with respect to its preferred stock, with 
exceptions where Storage Corporation’s proposed 
status as a wholly-owned subsidiary requires 
alternations. The terms and conditions of the initial 
series of preferred stock to be issued in this 
transaction, which will be specified by the Board of 
Directors of Storage Corporation, are substantially 
identical to the terms and conditions of National’s 
Cumulative Preferred Stock, 9.20% Series ($25 par 
value), except that the dividend rate of the Storage 
Corporation security is sufficiently greater than that 
of National to equal National’s amortization over the 
life of its issue of the underwriting commissions 
incurred in the public offering. 


(B)(2)(c) As consideration for the cancellation by 
National of the $10.3 million portion of the $17.5 
million 8.7% note assumed by Storage Corporation 
under transaction (B)(2)(b) above, Storage 
Corporation will issue to National $10.3 million 
aggregate principal amount of its serial unsecured 
notes. These notes will bear interest at 8.7% whichis 
equal to the effective cost of capital incurred by 
National in connection with its 1977 Debentures, 
rounded to the next highest 1/10 of 1%. The notes 
will have maturities corresponding to sinking fund 
payment dates for the 1977 Debentures and will 
have principal amounts equal to sinking fund 
requirements on the proportion of the proceeds of 
the 1977 Debentures which Storage Corporation 
receives. 


(B)(2)(d) In exchange for equal cash consideration, 
Storage Corporation will issue from time to time to 
National, during the period commencing with the 
Closing Date and ending December 31, 1980, up to 
$14 million aggregate principal amount of short- 
term unsecured notes. Each such note will be dated 
the date and bear the effective interest rate of related 
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short-term notes of National issued to Chase, for 
which authorization is requested pursuant to 
transaction (B)(3)(d) below. Each short-term note of 
Storage Corporation issued pursuant to this 
transaction will mature within twelve months of its 
date of issue with interest payable quarterly until the 
principal amount is paid in full. Storage Corporation 
will have the option to prepay any note issued 
pursuant to this transaction at any time, in whole or 
in part, without penalty or premium. Storage 
Corporation will use the proceeds of these notes for 
its construction program. Repayment of these notes 
is expected to be made from the proceeds of a 
financing to be done as soon as may be practicable. 


3. National: (B)(3)(a) In consideration of the 
assumption by Storage Corporation of up to $15 
million aggregate indebtedness of Supply 
Corporation to National as indicated in transaction 
(B)(2)(b) above, National will release Supply 
Corporation from all liability under such 
indebtedness. 


(B)(3)(b) National will acquire 24 shares of Storage 
Corporation common stock, no par value, as a 
dividend from Supply Corporation as described in 
transaction (B)(1)(a) above. National will enter 
these shares on its books at the same value as 
appears on the books of Supply Corporation at the 
time of transfer. 


(B)(3)(c) As described in transaction (B)(2)(c) 
above, as consideration for the cancellation by 
National of a $10.3 million portion of the $17.5 
million 8.7% note assumed by Storage Corporation 
under transaction (B)(2)(b), above, National will 
acquire from Storage Corporation $10.3 million 
aggregate principal amount of serial unsecured 
notes of Storage Corporation. These notes will be 
entered on the books of National at $10.3 million. 


(B)(3)(d) As described in transaction (B)(1)(d) 
above, as consideration for the cancellation by 
National of the $5.0 million 9.6% note, the $4.9 
million prime interest rate note, and a $7.2 million 
portion of the $17.5 million 8.7% note, Supply 
Corporation will convey to National the 75 shares of 
common stock and 320,000 shares of preferred 
stock received from Storage Corporation pursuant to 
transaction (B)(1)(b) above. 


(B)(3)(e) National will issue and sell from time to 
time during the period from the Closing Date through 
December 31, 1980, its unsecured short-term notes 
to Chase in an aggregate principal amount not to 
exceed $14 million at any one time outstanding. 
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These notes will be subject to the same terms and 
conditions as those applying to the notes which 
National proposes to issue and sell to Chase prior to 
the Closing Date, pursuant to transaction (A)(1) 
above. 


(B)(3)(f) National will use the proceeds of the short- 
term borrowings to acquire for cash from time to 
time, prior to December 31, 1980, up to $14 million 
aggregate principal amount at any one time 
outstanding of short-term notes from Storage 
Corporation, as described in transaction (B)(2)(d) 
above. 


Applicants-declarants believe the proposed storage 
project is in the public interest, because, among 
other things, it will assist public utilities in their effort 
to minimize curtailments of gas deliveries to their 
high priority residential and commercial customers 
during periods of high demand. The project will also 
develop a valuable asset of the National Fuel Gas 
System and is expected to provide a stable source of 
income. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$345,000, including counsel fees and expenses of 
$53,000. It is stated that other fees and expenses 
incurred and to be incurred by such counsel in 
relation to the total Storage Corporation project are 
predominantly related to proceedings before the 
Federal Energy Regulatory Commission and amount 
to approximately $752,000. 


It is represented that the requisite authorization of 
the proposed transactions has been or will be 
obtained from the Federal Energy Regulatory 
Commission and that no other state or federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


The applicants-declarants have requested that they 
be permitted to file Rule 24 certificates related to 
short-term borrowings as soon after each quarter as 
practicable and that the time for filing the certificate 
respecting transactions other than short-term 
borrowings be extended to 60 days after 
consummation of such transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21441), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
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thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the 
certification thereunder with respect to the 
proposed transactions is extended so as to allow 
filing as requested. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21488/March 25, 1980 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


KENTUCKY POWER COMPANY 
Ashland, Kentucky 


KINGSPORT POWER COMPANY 
Roanoke, Virginia 


MICHIGAN FOWER COMPANY 
Three Rivers, Michigan 


OHIO POWER COMPANY 
Canton, Ohio 


WHEELING ELECTRIC COMPANY 
Wheeling, West Virginia 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-6361) 


Volume 19, No. 14, April 8, 1980 


ORDER AUTHORIZING PROPOSED CASH CAPITAL 
CONTRIBUTION BY HOLDING COMPANY TO 
SUBSIDIARY 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, and Appalachian 
Power Company (“Appalachian”), Indiana & 
Michigan Electric Company (“I&M”"), Kentucky 
Power Company (“KPCO”), Kingsport Power 
Company (“Kingsport”), Michigan Power Company 
(“Michigan”), Ohio Power Company (“Ohio Power”) 
and Wheeling Electric Company (‘Wheeling 
Electric”), AEP’s subsidiary public utility companies 
have filed a post-effective amendment to their 
application-declaration previously filed and 
amended in this matter pursuant to Section 12 of the 
Public Utility Holding Company Act of 1935 (“Act”) 
concerning the following proposed transaction. 


By prior order in this proceeding (HCAR No. 21352, 
December 21, 1979), AEP was authorized to issue 
and sell, from time to time, prior to January 1, 1981, 
short-term notes and commercial paper, to banks, 
and to a dealer in commercial paper respectively, in 
an amount of up to $165,000,000, such notes 
maturing no later than June 30, 1981. AEP was also 
authorized to make cash capital contributions prior 
to January 1, 1981 to certain of its subsidiaries. By 
supplemental order in this proceeding (HCAR No. 
21442, February 20, 1980), AEP was authorized to 
issue and sell such short-term notes to 11 banks with 
lines of credit in an aggregate amount of 
$229,000,000, subject to the previously ordered 
limit on outstanding notes. 


By post-effective amendment AEP requests 
authority to make cash capital contributions to 
Michigan from time to time prior to January 1, 1981 
in an aggregate amount of $10,000,000. It is stated 
that the investment by AEP in Michigan will be an 
addition to the general funds of Michigan to enable 
Michigan to declare a dividend in a like amount to its 
parent, AEP, concurrent with the cash capital 
contribution. 


It is stated that the fees and expenses to be incurred 
in connection with the proposed transaction will not 
exceed $100. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application- 
declaration as amended by said post-effective 
amendment, has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
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(HCAR No. 21453), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that the application-declaration, as 
amended by said post-effective amendment, be 
granted, and permitted to become effective: 


iT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21489/March 25, 1980 


in the Matter of 

INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 

Fort Wayne, Indiana 46801 

(70-6362) 


NOTICE OF PROPOSED CHANGES IN SHORT-TERM 
BORROWING AUTHORIZATION 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 


Electric Company (“l&M”), an electric utility 
subsidiary company of American Electric Power 
Company, Inc. (“AEP”), a registered holding 
company, has filed with this Commission a post- 
effective amendment to its application previously 
filed and amended in this matter pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”) 
designating Section 6(b) of the Act and Rules 
50(a)(2) and 50(a)(5) promulgated thereunder as 
applicable to the proposed transaction. All 
interested persons are referred to the application, as 
amended by said post-effective amendment, which 


is summarized below, for a complete statement of 
the proposed transaction. 


By prior order in this proceeding (HCAR No. 21247, 
October 12, 1979), |&M was authorized to issue and 
sell notes to banks and commercial paper to a dealer 
in an aggregate amount not to exceed 
$150,000,000, such notes and commercial paper 
maturing no later than June 30, 1981. By 
supplemental order in this proceeding (HCAR No. 
21444, February 21, 1980), |1&M was authorized to 
(1) add the Marine Midland Bank, New York, N.Y. as 
one of the banks which is extending to |&M a line of 
credit; (2) increase the line of credit at Mellon Bank, 
N.A., Pittsburgh, P.A. from $9,000,000 to 
$20,000,000 and (3) change its credit 
arrangements to total $329,655,000 with 43 banks. 
The previously ordered limit of $150,000,000 on 
outstanding notes was not changed. 


By post-effective amendment I&M proposes to 
amend its application by: (1) increasing its credit 
arrangements with 43 banks to total $344,655,000; 
(2) increasing the line of credit at Irving Trust 
Company from $10,000,000 to $25,000,000 and; 
(3) incurring short-term indebtedness in an 
aggregate amount not to exceed $200,000,000. It is 
stated that the authorization for an increase in the 
maximum amount of short-term debt outstanding 
from $150,000,000 to $200,000,000 is necessary 
because it appears that Kentucky Power Company, 
an affiliate of 1&M, will not be authorized to acquire 
an interest in the Rockport Plant before the end of 
1980 (see File No. 70-6198). An increase in the 
maximum amount of short-term debt outstanding 
will allow for greater financing flexibility. 


For purposes of borrowing, the 43 banks are of three 
classes. Each note to be issued to a Class | bank will 
mature not more than 270 days after the date of 
issuance or renewal thereof, and will be prepayable 
at any time without penalty. I&M’s credit 
arrangements with these banks require it to 
maintain compensating balances equal to a 
percentage of the line of credit made available by the 
bank plus a percentage of any amount actually 
borrowed, generally not in excess of 10% of the line 
of credit and 10% of the amount borrowed. 
Borrowings from a Class | bank would generally bear 
interest at an annual rate not greater than the bank’s 
prime commercial rate in effect from time to time. 


Each note to be issued to a Class I! bank will mature 
not more than 270 days after the date of issuance or 
renewal thereof, and will be prepayable by I&M at 





any time without premium or penalty. |&M’s credit 
arrangements with these. banks require it to 
maintain compensating balances of 5% of the line of 
credit and to pay a fee, which is equal to 4% of the 
bank’s prime commercial rate then in effect times 
the size of the line. The combination of 5% 
compensating balances and the fee is generally 
equivalent to compensating balances not in excess 
of 10% of the line of credit made available. In 
addition, |1&M must pay interest on the borrowings at 
the rate of up to 108.5% of the bank’s prime 
commercial rate then in effect. In the case of one 
bank, borrowings may be made in Eurodollars; the 
interest rate on such borrowings will be a designated 
percent of the London Interbank Offering Rate. The 
total cost of borrowings from Class || banks would 
not be greater than the effective rate for borrowings 
bearing interest at the prime rate with compensating 
balances equal to 10% of the line of credit and 10% 
of the amount borrowed. It is stated that if the 
balances maintained and the fees paid by |&M with 
and to the Class | and II banks were maintained and 
paid solely to fulfill requirements for borrowings by 
1&M, the effective annual interest cost under either 
such arrangement, assuming full use of the line of 
credit, would not exceed 125% of the prime 
commercial rate in effect from time to time, or not 
more than 23.75% on the basis of a prime 
commercial rate of 19%. 


With respect to the Class III banks, |&M has money 
market facilities at each of two named banks in an 
aggregate amount of $20,000,000. These money 


market facilities do not represent a _ formal 
commitment or engagement by these banks to |&M, 
but represent merely the ability of I&M to request 
unsecured borrowings in the form of promissory 
notes, on a case-by-case basis. These money market 
facilities are available for unsecured borrowings in 
domestic dollars and/or in Eurodoilars for periods of 
up to 180 days after the date of issuance, and any 
such borrowings will be prepayable by |&M at any 
time without premium or penalty. No compensating 
balances are required. The interest rate which is 
presently to be negotiated on a case-by-case basis 
(using a 360 day year), is pegged to either the 
London Interbank Offering Rate plus a designated 
percent, if the borrowings are made in Eurodollars, 
or to a designated percent of the bank’s prime rate, if 
the borrowings are made in domestic dollars. It is 
stated that interest rates on these notes will be lower 
than the effective interest rates for bank borrowings 
made from Class | and II banks, including the effect 
of any compensating balances and fees paid. 


1&M also proposed to issue commercial paper, inthe 
form of promissory notes, in denominations of not 
less than $50,000 nor more than $5,000,000, of 
varying maturities, with no maturity more than 270 
days after the date of issue; such notes will not 
be prepayable prior to maturity. The commercial 
paper notes will be sold directly by |1&M to Lehman 
Commercial Paper Incorporated (the “Dealer”) at a 
discount rate not in excess of the discount rate per 
annum prevailing at the time of issuance for 
commercial paper of comparable quality and 
maturity. No commercial paper will be issued having 
a maturity of more than 90 days if such commercial 
paper would have an effective interest cost which 
exceeds the effective interest cost at which I&M 
could borrow from commercial banks. The Dealer 
will reoffer the commercial paper notes to not more 
than 200 of the Dealer’s customers identified and 
designated ina nonpublic list prepared by the Dealer 
in advance, at a discount rate of 1/8 of 1% less than 
the discount rate at which such notes were 
purchased from |I&M. It is expected that such 
customers will hold such commercial paper notes to 
maturity, but if any such customers wishes to resell 
such commercial paper prior to maturity, the Dealer, 
pursuant to a verbal repurchase agreement, will 
repurchase such commercial paper and reoffer it to 
other customers on its nonpublic list. 


1&M claims exemption from competitive bidding 
requirements of Rule 50 for the proposed issuance 
of notes to banks pursuant to paragraph (a)(2) 
thereof and requests exemption from such 
requirements for the proposed issue and sale of its 
commercial paper pursuant to paragraph (a)(5)(ii) 
thereof. 


The fees and expenses to be incurred in connection 
with the proposed transaction will not exceed $100. 
No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 18, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application as amended by said post-effective 
amendment, which he desires to controvert; or he 
may request. that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 





copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as amended by said post-effective 
amendment or as it may be further amended, may 
be granted as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is.ordered will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21490/March 25, 1980 


in the Matter of 


EASTERN UTILITIES ASSOCIATES 
EUA SERVICE COMPANY 

P.O. Box 2333 

Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
P.O. Box 1111 
Lincoln, Rhode Island 02865 


EASTERN EDISON COMPANY 
36 Main Street 
Brockton, Massachusetts 02403 


MONTAUP ELECTRIC COMPANY 

P.O. Box 391 

Fall River, Massachusetts 02722 

(70-6431) 

NOTICE OF REQUEST FOR EXCEPTION FROM THE 


CONSOLIDATED TAX ALLOCATION PROVISIONS OF 
RULE 45(b)(6) 
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NOTICE IS HEREBY GIVEN that Eastern Utilities 
Associates (“EUA”), a registered holding company, 
and its electric utility subsidiaries Blackstone Valley 
Electric Company (“Blackstone”), Eastern Edison 
Company (“Eastern Edison”) and Montaup Electric 
Company (“Montaup”), together with its service 
company subsidiary EUA Service Corporation 
(“Service Company’), have filed with this 
Commission a declaration pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), 
designating Section 12(b) of the Act and Rule 45 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


EUA and its subsidiaries join annually in the filing of 
consolidated federal income tax returns. The 
consolidated federal income tax liabilities are 
allocable among the members of the consolidated 
group in accordance with the provisions of Section 
1552 of the Internal Revenue Code of 1954 (“Code”) 
and other applicable requirements of Rule 45(b)(6) 
under the Act, subject to modification for years 
subsequent to 1962 as authorized by Commission 
order dated May 28, 1963 (HCAR No. 14880). Under 
Section 1552(a)(1) of the Code, as modified by said 
order, (i) the tax and surtax (46%) on consolidated 
taxable income is apportioned in accordance with 
the ratio which that portion of the consolidated 
taxable income attributable to each member of the 
group having taxable income bears to the 
consolidated taxable income, and (ii) each of the 
subsidiaries included in the consolidated tax return 
is given the full investment credit that it contributes 
to the total investment credit allowed on the 
consolidated return. It is stated that under the 
circumstances hereinafter described, certain 
inequities and distortions will result if the allocation 
of the group’s consolidated federal income tax 
liabilities for 1979 is effected pursuant to the 
provisions of Rule 45(b)(6) set forth above. 


The estimated 1979 separate taxable income and 
losses (i.e., income or loss as determined solely for 
the purpose of computing federal income tax 
liability, and not for purposes of financial reporting) 
of the members of the EUA system (adjusted to take 
into account the consolidation and, thus, comprising 
in the aggregate the consolidated net taxable 
income) are as follows: 
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Estimated Taxable 
Income (Loss) 
$(2,629,466) 
Service Company _ 
Blackstone (949,200) 
Eastern Edison 
Montaup 
Consolidated 


Company 


(1,297,323) 
$(357,684) 


The estimated consolidated federal income tax 
refund before investment tax credits is $171,688. In 
order to allocate such consolidated tax refund 
equitably, declarants request the following 
exception from the provisions of Rule 45(b)(6) for 
the tax year 1979: 


(i) that the reduction in the consolidated tax 
liabilities arising from the net operating losses 
contributed to the consolidated tax return by 
Blackstone and Montaup be allocated in their 
entirety to Blackstone and Montaup (but that each 
other operating company be allowed to offset its 
liability to Blackstone and Montaup by its full 
investment credits earned); and 


(ii) that in years in which Blackstone and Montaup 
have taxable income and may be entitled to tax 
credits under the operating loss carryback and 
carryover provisions of Section 172(b) of the Code, 
in order to comply with the separate return 
limitations of Rule 45(b)(6), any tax credits remitted 
to Blackstone and Montaup as a result of the 
exception from said rule herein requested shall be 
applied to reduce any credits in future years to which 
Blackstone and Montaup may otherwise be entitled 
under any separate return limitations of Rule 
45(b)(6). 


The proposed method of allocation would continue 
to be subject to the provision of Rule 45(b)(6)(ii) that 
the aggregate tax liability allocated to each 
subsidiary should not exceed the amount of such 
subsidiary’s tax based upon a separate return 
computed as if such subsidiary had always filed its 
tax return on a separate return basis. 


A comparison of the taxes allocated under the 
method prescribed by Rule 45(b)(6) and under the 
proposed method is as follows (all figures before 
investment tax credits): 
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Under Under Proposed 

Company Rule 45 Method 
EUA $— $— 
Service Company - _ 
Blackstone _ (566,602) 
Eastern Edison (171,688) 1,035,315 
Montaup = (640,401) 
$(171,688) $(171,688) 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$3,500, including legal fees of $1,500. It is stated 
that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 18, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21491/March 25, 1980 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 


CENTRAL OHIO COAL COMPANY 
Cumberland, Ohio 


(70-6157) 


ORDER AUTHORIZING SALE AND LEASEBACK OF 
MINING MACHINERY AND GUARANTEE OF LEASE 


Ohio Power Company (“Ohio Power”), an electric 
utility subsidiary of American Electric Power 
Company, Inc., a registered holding company, and 
Central Ohio Coal Company (“COCO”), a coal mining 
subsidiary of Ohio Power, have filed with this 
Commission post-effective amendments to their 
application-declaration previously filed and 
amended pursuant to Sections 9, 10 and 12 of the 
Public Utility Holding Company Act of 1935 (“Act”) 
concerning the following proposed transactions. 


By order dated August 7, 1978 (HCAR No. 20660), 
applicants-declarants were authorized to enter into 
a series of transactions concerning the financing of a 
dragline, a shovel and in certain related contracts 
and equipment (collectively the “Equipment”) for 
use by COCO in its mining operations. Said auth- 
orization basically provided for the following: (1) the 
assignment of the Equipment to Girard Bank (the 
“Lessor’), as trustee for C.I.T. Leasing Corporation 
(the “Owner Participant”); (2) the lease of the 
Equipment to COCO, the lease of the shovel to 
commence at an initial closing in August 1978 and 
the lease of the rest of the Equipment to commence 
at a final closing, which is to occur upon completion 
of the dragline (then estimated to take place in 
September 1979); and (3) the guarantee of COCO’s 
lease obligations by Ohio Power. The purchase price 
for all the Equipment, which includes all overhead 
and indirect costs, was estimated to be 
$30,000,000, such amount to be financed 50% by 
the Owner Participant and 50% by John Hancock 
Mutual Life Insurance Company (the “Loan 
Participant”). The Owner Participant and the Loan 
Participant issued commitments extending through 
March 31, 1980, in the aggregate amount of 
$30,000,000, plus or minus 10%; approximately 
$2,000,000 of such amount was provided at the 
initial closing in August 1978 and the balance was to 
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be provided at the final closing. Interim financing in 
an amount of $30,000,000 was provided to COCO by 
a credit agreement with Irving Trust Company, such 
financing being authorized by Commission order 
dated November 1, 1978 (HCAR No. 20758), in File 
No. 70-6181. 


The lease is a net lease under which COCO is 
responsible for all maintenance, insurance, taxes 
(with certain exceptions) and other costs with 
respect to operation of the Equipment. Basic rent is 
payable in forty equal semiannual installments (the 
shovel and the dragline each have a base rental term 
of 20 years, but the shovel’s term began in August 
1978 and that for the dragline will commence onthe 
date of acceptance of its construction by COCO) at 
an annual rate of 3.89% of the cost of the Equipment, 
such rate resulting in an effective interest cost to 
COCO of approximately 4.72% per annum. Such rate 
reflects the fact that Owner Participant will retain a 
10% investment tax credit and that the rent will 
service the long-term loan from the Loan Participant 
at a rate of 9.50% per annum. COCO has certain 
renewal and purchase options under the lease. 


By post-effective amendments it is stated that 
construction of the dragline has been delayed 
(completion is now estimated to occur on or about 
March 25, 1980), and that the estimated cost of the 
dragline portion of the Equipment has increased 
from $28,000,000 to $36,500,000. Such increase is 
attributed to higher than anticipated assembly costs 
and interest costs on money borrowed to finance its 
construction. Applicants-declarants now propose 
that (1) the total dollar amount of Equipment to be 
transferred to Lessor and leased to COCO be 
increased to $41,000,000 from the $30,000,000 
amount previously authorized, and (2) Ohio Power 
guarantee such increased lease obligations. The 
$41,000,000 amount represents approximately 
$2,000,000 for the shovel (which is presently under 
lease to COCO), $36,500,000 for the dragline, and an 
additional $2,500,000 for a second shovel (the “New 
Shovel”). The Owner Participant and the Loan 
Participant have increased their commitments from 
$15,000,000 (plus or minus 10%) each to 
$20,500,000 each to cover the new total estimated 
cost of the Equipment (including the New Shovel), 
and agreed to extend such commitments to June 30, 
1980. 


The New Shovel will be used primarily to prepare 
benching for the dragline, and will be acquired by 
Lessor from COCO with money supplied by Owner 
Participant and Loan Participant. The basic rent on 
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the Equipment (including the New Shovel but 
excluding the first shovel) will be payable in 40 
semiannual installments at an annual rate of 4.152% 
of such Equipment’s cost, resulting in an effective 
interest cost to COCO of approximately 5.50% per 
annum. The basic rent on the first shovel, at a rate of 
3.89% of its cost per annum, will remain unchanged. 


The fees and expenses to be incurred in connection 
with the proposed transactions include a 
commitment fee payable to the Loan Participant ata 
rate of 1/2 of 1% per annum from December 12, 
1979, until takedown on the $4,000,000 of its 
increased commitment. The record is incomplete 
with respect to other fees and expenses to be 
incurred. The Public Utilities Commission of Ohio 
has authorized the proposed transactions. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction thereover. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21417), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 


satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendments, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the fees and 
expenses to be incurred in connection with the 
proposed transactions other than the commitment 
fee to the Loan Participant. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21492/March 25, 1980 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Dallas, Texas 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


(70-6427) 


ORDER AUTHORIZING CAPITAL CONTRIBUTIONS 
BY HOLDING COMPANY TO SUBSIDIARIES 


Central and South West Corporation (“CSW”), a 
registered holding company, and three of its 
subsidiaries, Central Power and Light Company 
(“CPL”), Public Service Company of Oklahoma 
(“PSO”), and Southwestern Electric Power Company 
(“SWEPCO”), have filed with this Commission an 
application-declaration pursuant to Sections 6(a), 7, 
9, 10 and 12(f) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rules 43 and 45 
promulgated thereunder concerning the following 
transaction. 


CSW proposes to make capital contributions during 
1980 of $30,000,000 to CPL, $40,000,000 to PSO 
and $45,000,000 to SWEPCO. The capital 
contributions will, in each case, be added to the 
respective operating companies’ common equity 
and will be used to repay short-term debt to be 
incurred in connection with 1980 construction 
expenditures which are shown in the table below. It 
is anticipated that equity contributions would be 
made in the time periods and in the amounts shown 
below: 
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Company Month Amount 
PSO March Up to $40,000,000 
CPL August $30,000,000 
PSO August Amount, if any, 
not contributed 
in March 
SWEPCO June $45,000,000 


By an order dated October 25, 1979 (HCAR No. 
21269), this Commission authorized CPL, PSO and 
SWEPCO to incur short-term borrowings not to 
exceed $100,000,000, $90,000,000 and 
$75,000,000, respectively, through December 31, 
1980. 


CSW presently anticipates a sale of 5,000,000 
shares of its common equity in August or September 
of 1980 which ultimately would finance the 
proposed equity contribution together with proceeds 
from the sale of new issue common stock under 
dividend reinvestment, employee share ownership 
and thrift plans, all of which were previously 
approved by this Commission (HCAR Nos. 19850, 
19710, 20675 and 20742). CSW proposes to finance 
any of the capital contributions that are made prior 
to its issuance of common stock to the public from 
the sale of its commercial paper or other short-term 
borrowings authorized in HCAR No. 21150 or as may 
be further authorized in the future. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. Fees and expenses to be incurred in 
connection with the proposed transactions are 
estimated at $2,550, including legal fees of $500. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21455), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the 
Rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
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Anticipated 


Short-Term Anticipated 

Debt Outstanding 1980 
at time Construction 

of Contribution Program 
$90,000,000 $197,000,000 
$75,000,000 $198,000,000 
$80,000,000 $197,000,000 
$75,000,000 $172,000,000 


application-declaration be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21493/March 25, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-6416) 


ORDER AUTHORIZING ELECTRIC UTILITY 
SUBSIDIARY TO SELL COMMON STOCK TO ITS 
PARENT HOLDING COMPANY 


Middle South Utilities, Inc. (“Middle South”), a 
registered holding company, and Arkansas Power & 
Light Company (“Arkansas”), an electric utility 
subsidiary of Middle South, have filed a joint 
application-declaration and an amendment thereto 
with this Commission pursuant to Sections 6(b), 
9(a), 10 and 12(f) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 43 
promulgated thereunder regarding the proposed 
transaction. 
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Arkansas proposes to issue and sell to \.iddle South, 
and Middle South proposes to acquire from 
Arkansas, from time to time during the 1980 
calendar year, at the price of $12.50 per share, or 
$70,000,000 in the aggregate, 5,600,000 presently 
authorized but unissued shares of the common 
stock of Arkansas, $12.50 par value (New Common 
Stock). Arkansas presently has outstanding 
34,236,773 shares of common stock, $12.50 par 
value, all of which shares are owned by Middle 
South. Arkansas had outstanding at November 30, 
1979, 33,436,773 shares of Common Stock, $12.50 
par value, with an aggregate par value on its books of 
$417,959,622.50. Arkansas and Middle South state 
that the sale of the New Common Stock will be timed 
to coincide with Arkansas’ cash needs from time to 
time, which are primarily determined by the nature 
and pace of its construction program. 


Upon the issuance and sale by Arkansas and the 
purchase by Middle South of the New Common 
Stock, Arkansas proposes to credit its Common 
Stock Capital Account with the amount 
($70,000,000) received by it for the New Common 
Stock, and Middle South proposes to debit its 
Investment Account with the amount ($70,000,000) 
of its cash investment in the New Common Stock. To 
the extent funds are required from external sources 
to acquire the New Common Stock, Middle South will 
obtain such funds through the issuance and sale of 
its unsecured short-term promissory notes issued 
under a revolving credit agreement dated as of June 
29,1979, as amended, with a group of banks headed 
by Manufacturers Hanover Trust Company, New 
York, New York, as authorized by the Commission's 
orders dated June 7, 1979 (HCAR No. 21093) and 
December 6, 1979 (HCAR No. 21332). 


Arkansas proposes to use the net proceeds derived 
from the issuance and sale of the New Common 
Stock for the payment of short-term indebtedness 
incurred or estimated to. be incurred and for 
financing Arkansas’ construction program, 
estimated to be $296,000,000 for the year 1980. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $5,000. The Arkansas Public Service 
Commission and the Tennessee Public Service 
Commission have authorized the proposed 
transaction. It is stated that no other state or federal 
regulatory authority, other than this Commission, 
has jurisdiction over the proposed transaction. 


_ Due notice of the filing. of said application- 
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declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21459), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21494/March 26, 1980 


In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 


- Jackson, Mississippi 


(70-6408) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND 
COMMERCIAL PAPER TO DEALERS IN 
COMMERCIAL PAPER; EXCEPTION FROM 
COMPETITIVE BIDDING 


Mississippi Power & Light Company (“Mississippi”), 
a wholly-owned electric utility subsidiary of Middle 
South Utilities, Inc., a registered holding company, 
has filed a declaration with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and. Rule 
50(a)(2) promulgated thereunder, — the 
following proposed transactions. . 
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Mississippi proposes to issue short-term notes to 
banks and to issue and sell commercial paper from 
time to time on or before June 30, 1981. The 
maximum aggregate principal amount of notes and 
commercial paper outstanding at any one time 
would not exceed the lesser of $45,000,000 or 10% 
of the capitalization of Mississippi. 


It is expected that the bank borrowings will be made 
from the following banks up to the maximum 
amounts set forth below: 


Bank Amount 
Deposit Guaranty National Bank 

Jackson, Wississindl .............2. $9,500,000 
First National Bank of Jackson 

Jackson, Mississippi ............... 10,000,000 
First National Bank of Vicksburg 

Vicksburg, MISSISSIDD) ...... 5 6. ce ceces 500,000 
Manufacturers Hanover Trust Company 

New York, New York .............6- 14,000,000 

$34,000,000 


Arrangements may be made with other banks with 
which Mississippi maintains accounts. Mississippi 
would file an amendment setting forth the names of 
the banks and amounts of such other borrowings. 
Mississippi will not effect such other borrowings 
until further authorization of this Commission. 


The bank borrowings will be evidenced by 
unsecured promissory notes to be dated the date of 


the borrowing and to mature not more than nine - 


months from the date of issue. The bank notes will 
bear interest at the prime rate in effect at the lending 
bank at the date of issue or from time to time, 
whichever ‘ig the customary requirement of the 
lending bank, and will be prepayable, in whole or in 
part, without penalty or premium. 


Mississippi maintains with the local banks from 
which borrowings will be. made average daily 
operating balances adequate to meet the 
requiremenis of such banks in respect of certain 
services to Mississippi. It may reasonably be 
expected that non-Mississippi banks require the 
maintenance of balances and/or fees in lieu of 
balances in respect of any such borrowings. If 
balances were to be maintained solely for the 
purpose of satisfying a compensating balance 
requirement generally not in excess of 20%, the 
effective interest cost of the related borrowings, 
based on a prime rate of 19%, would be 23.75% per 
annum. 
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Mississippi also proposes from time to time on or 
before June 30, 1981, to issue and sell commercial 
paper in the form of short-term promissory notes to 
dealers in commercial paper. The commercial 
paper notes will have varying maturities of not more 
than 270 days after the date of issue, will be sold in 
varying denominations of not less than $50,000, and 
will not by their terms be prepayeble prior to 
maturity. The commercial paper will be sold directly 
to Merrill Lynch, Pierce, Fenner & Smith, Inc., 
(“Purchasing Dealer’) at the discount rate per 
annum prevailing at the date of issuance for 
commercial paper of comparable quality and like 
maturity. The Purchasing Dealer would reoffer the 
commercial paper to institutional investors at a 
discount of 1/8 of 1% per annum less than the 
prevailing discount rate to Mississippi. No 
commission or fee will be payable in connection with 
the issuance and sale of commercial paper. The 
commercial paper will be offered to not more than 
200 customers of the Purchasing Dealer identified 
and designated in a nonpublic list prepared in 
advance by the Purchasing Dealer. No additions will 
be made to such list of customers. It is expected that 
the commercial paper will be held by customers to 
maturity, but, if they wish to resell prior thereto, the 
dealer may, pursuant to a verbal repurchase 
agreement, repurchase the commercial paper and 
reoffer it to others on the customer list. 


Mississippi proposes to use the proceeds of the bank 
notes and commercial paper notes for construction 
and other corporate purposes. Construction 
expenditures for 1980 are expected to total 
$49,141,000. 


The declarant requests exception from the 
competitive bidding requirements of Rule 50 in 
connection with the sale of commercial paper notes 
pursuant to clause (a)(5) thereof. It is stated, in this 
connection, that (a) all commercial paper which it 
proposes to issue and sell will have a maturity not in 
excess of 270 days, (b) current rates for commercial 
paper for prime borrowers, such as declarants, are 
published daily in financial publications, and (c) itis 
not practical to invite invitations for bids for 
commercial paper. It is also requested that 
authorization be granted to file certificates of 
notification under Rule 24 on a quarterly basis. 


Fees and expenses to be incurred by Company in 
connection with the proposed transactions are 
estimated not to exceed $5,000. No other state or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 
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Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21460), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21495/March 27, 1980 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND POWER SERVICE COMPANY 
Westborough, Massachusetts 


(70-6353) 


ORDER AUTHORIZING EXTENSION OF SHORT- 
TERM BORROWING AUTHORIZATION FOR 
SUBSIDIARY SERVICE COMPANY 


New England Electric System (“NEES”), a registered 
holding company, and its service company 
subsidiary, New England Power Service Company 
(“NEPSCO”), have filed with this Commission post- 
effective amendments to their application- 
declaration previously filed and amended pursuant 
to Sections 6(a), 7, 9(a), 10, 12 and 13 of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rules 42, 45, 90 and 91 promulgated thereunder 
concerning the following proposed transaction. 


By order dated December 21, 1979 (HCAR No. 
21354), NEPSCO was authorized, among other 
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things, to issue and sell from time to \:me through 
March 31, 1980, its short-term notes (‘Notes’) to 
banks and/or NEES up to a maximum amount of 
$4,000,000 outstanding. By post-effective 
amendment it is requested that the period within 
which NEPSCO may make such borrowings, to the 
maximum of $4,000,000 outstanding, be extended 
until March 31, 1981. 


The Notes would be issued to banks and/or to NEES, 
would mature in less than one year from date of 
issuance and would provide for prepayment in whole 
or in part without penalty. The Notes issued to banks 
would bear interest at a rate not exceeding the prime 
rate in effect at the time of issuance (not including 
any fees in lieu of compensating balances), and 
those issued to NEES would bear interest at a rate not 
in excess of the prime rate in effect at the time of 
issuance. Assuming a prime rate of 19% and 
compensating balance requirements of 20%, or fees 
equivalent thereto, the effective interest cost of bank 
borrowings would be 23.7%, and the effective 
interest cost of borrowings from NEES would be 19%. 


It is proposed that NEPSCO may prepay its Notes 
issued to NEES, in whole or in part, with borrowings 
from banks and that NEPSCO may prepay its Notes 
issued to banks, in whole or in part, with borrowings 
from NEES. In the event of borrowings from banks at 
a higher interest rate than the rate on the Notes 
issued to NEES being prepaid with such bank 
borrowings, NEES will credit NEPSCO with the 
interest differential from the date of issuance of the 
new Notes to the normal maturity date of the Notes to 
NEES being prepaid: In the event of borrowings from 
NEES to prepay Notes to banks, the interest rate on 
the Notes to NEES will be the lower of (1) the interest 
rate on the Notes issued to banks being prepaid (but 
only until the maturity date of the Notes so prepaid, 
and thereafter at the prime rate), or (2) the prime 
rate. ; 


There are no additional fees or expenses to be 
incurred in connection with the proposed 
transaction. No state commission and no federal 
commission, other than ‘this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21430), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
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standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that NEPSCO shall file Rule 24 
certificates within 45 days of the end of each 
calendar quarter setting forth concerning its 
activities during such quarter the following: (a) a 
balance sheet and statement of income for NEPSCO, 
including a statement of retained earnings; (b) a 
computation of the cost of capital for the quarter 
included in its service charges to customers; and (c) 
a report of any borrowings by NEPSCO from banks 
and/or receipt of capital contributions from NEES. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21496/March 27, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6201/March 27, 1980 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21497/March 27, 1980 


In the Matter of 
LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 


New Orleans, Louisiana 70174 


(70-6402) 


1030/SEC DOCKET 








NOTICE OF PROPOSAL BY UTILITY TO OBTAIN A 
SIXTY YEAR FRANCHISE TO OPERATE A 
MUNICIPAL ELECTRIC SYSTEM AND AN OPTION TO 
ACQUIRE THAT SYSTEM 


NOTICE IS HEREBY GIVEN that Louisiana Power & 
Light Company (“LP&L”’), an electric utility 
subsidiary of Middle South Utilities, Inc., a 
registered holding company, has filed an 
application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating sections 6(a), 7, 9(a) 
and 10 of the Act as applicable to the proposed 
transaction. All interested persons are referred to 
the application-declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


LP&L is engaged in the business of generating, 
transmitting, distributing and selling electric power 
and energy. It operates in 46 of the 64 parishes inthe 
State of Louisiana, including the Parish of Jackson. 


The Town of Jonesboro (“Town”) is a municipal 
corporation of the State of Louisiana, located in the 
Parish of Jackson, in the north central part of the 
State. Its population is approximately 5,500 people. 
The Town ow:1s, operates and maintains a system for 
the generation, distribution and sale of electric 
power and energy to customers within and outside 
its corporate limits (‘Electric System”). As of 
October 31, 1979 the Town Had 2,857 electric 
customers, of which 2,382 were classified as 
residential (1,590 inside the corporate limits and 
792 outside the corporate limits), 433 - were 
classified as commercial (368 inside the corporate 
limits and 65 outside the corporate limits), and 42 
were classified as government and -municipal 
customers (all inside the corporate limits). The 
Electric System immediately adjoins and is 
connected to the LP&L system and facilities. LP&L 
proposes to enter into an agreement witli the Town 
whereby LP&L will be granted a sixty-year franchise 
to operate the Electric System and given an option to 
acquire the Electric System. 


The Electric System has a generating capability of 
17.440 megawatts and served a peak load for 1979 
of 10.6 megawatts. It is estimated that such load will 
grow ata rate of 6% per year over the next five years, 
amounting to 14.4 megawatts in 1984. During that 
period LP&L’s service margin is expected to be at 
least 1,035 megawatts. The existing connection 
between the Electric System and the LP&L System 
has a capability of 28 megawatts. LP&L states that it 
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intends to shift the Town's load to its own 
transmission system as the fuel supply for and the 
capability and reliability of the Town's generating 
facilities require or make desirable. 


Modifications costing approximately $50,000 will be 
made to LP&L’s facilities and to the Town's 
distribution system in preparation for such load 
shift. At June 30, 1979 the undepreciated original 
cost of the Electric System was $6,472,791. LP&L 
estimates that the depreciation value of the Electric 
System at that date was $4,363,000. For the year 
ended June 30, 1979, the Electric System had 
operating revenues of $1,949,840 and operating 
expenses, exclusive of depreciation expense and 
interest of debt, of $1,658,811. 


The Town presently has outstanding bonds in the 
aggregate principal amount of $4,239,000 which are 
payable from the income and revenues of its 
waterworks, sewerage and electric systems and 
plants (“Bonds”), consisting of the principal 
amounts presently outstanding of eight different 
series of such bonds issued during the years 1955 
through 1977, maturing on September lst of the 
years 1980 through 2002, and bearing interest at 
rates from 3-1/2% to 6-3/4% per annum. Further, 
$670,000 principal amount of a series of such bond 
bearing interest rates from 6% to6-3/4% per annum 
bear additional interest at the rate of 3/4% per 
annum to March 1, 1980; and $495,000 principal 
amount of series of such bonds bearing interest at 
rates from 5-3/4% to 6-1/4% per annum bear 
additional interest at the rate of 3/4% per annum to 
September 1, 1982 or to the maturity date thereof, 
whichever is earlier. The average rate of the Bondsis 
5.62% per annum. 


LP&L states that, for financial and other reasons, 
including difficulty in obtaining assured quantities 
of fuel, and reasonably or acceptably priced fuel, the 
Town has been encountering increasing difficulty in 
the operation and maintenance of the Electric 
System on a profitable basis and has concluded that 
these problems would continue to become worse in 
the future. 


It is further stated that, after negotiating with the 
Town, LP&L extended an offer for the operation and 
possible ultimate ownership of the Electric System. 
The Town, at LP&L’s request, called a special 
election on whether LP&L’s offer should be 
accepted. On December 8, 1979, the electorate 
voted to accept the offer. 
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Under the terms of the Operating Agreement 
between the Town and LP&L, the utility will be 
obligated, at its own expense, to operate, maintain 
and make necessary additions and improvements to 
the entirety of the Electric System exclusive of the 
generating facilities (“Distributioin System”), 
providing for the entirety of the electric power supply 
requirements of the Distribution System and its 
customers, and LP&L may, but will not be obligated 
to, operate and maintain the Electric System's 
generating facilities (“Generating Facilities”) or any 
part thereof; to read the meters and bill the 
customers of the Distribution System; and to 
maintain in effect certain insurance coverages with 
respect to the Electric System. Additions, 
improvements, replacements and extensions so 
made shall be and shall remain the property of LP&L, 
but provision is made for the acquisition thereof by 
the Town, exclusive of extensions of the 
Distributions System located outside of its corporate 
limits, in the event the Operating Agreement is 
terminated or nullified without LP&L acquiring 
ownership of the Electric System. The rates to be 
charged by LP&L to the various classes or categories 
of customers of the Distribution System shall be the 
same rates which LP&L charges its customers of the 
same classes or categories elsewhere in Louisiana. 


LP&L will retain revenues collected for the electric 
service rendered by it under the Operation 
Agreement. However, in addition to meeting the 
expenses mentioned above, the Company is 
obligated to make certain payments as hereinafter 
set forth: (a) LP&L will meet a schedule of payments 
to be made to a designated fiscal agent of amounts 
necessary to pay the principal of and interest on the 
Bonds as such principal and interest become due. 
The aggregate annual amounts of such payments 
vary from a high of $349,277.25 in 1980 to a low of 
$5,265.00 in 2002, averaging out to $314,659 per 
year over the period 1980 through 2002, (b) As long 
as the Operating Agreement or the franchise to be 
granted to LP&L remains in effect, LP&L is also 
obligated to pay the Town 2% of the revenues from 
residential and commercial customers within the 
corporate limits of the Town, but if the aggregate of 
such 2% payments and LP&L’s ad valorem taxes in 
the Town for any calendar year total less than 
$95,000, LP&L will pay the Town the difference 
within 30 days after the end of such calendar year, 
and if residential and commercial revenues within 
the corporate limits exceed $1,600,000 in any 
calendar year, the $95,000 will be increased for 
such calendar year by an amount equal to 1% of 
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such excess. It is also provided that if the cost of 
LP&L’s electric service to municipal facilities 
exceeds the aggregate of the annual payments set 
forth in this item (b), LP&L will add to such payments 
an amount equal to that part of the difference 
resulting from increases in electric rates (including 
fuel adjustment charges). LP&L will not assume or 
be liable for any contracts, accounts payable or 
financial obligations or liabilities of the Town. LP&L 
will have the right, under the Operating Agreement to 
pay and refund any or all of the bonds, and to pre- 
refund any of the Bonds which may not then be 
callable. 


The Operating Agreement will give LP&L the further 
right, at any time that LP&L considers it 
economically feasible to do so, to require the Town to 
issue and sell refunding bonds in an amount 
sufficient to pay and refund and/or pre-refund all of 
the Bonds then outstanding, either (a) on the basis of 
the replacement of the Operating Agreement with a 
lease-purchase agreement whereunder LP&L would 
become the lessee of the Electric System, the lease 
payments made by LP&L would be sufficient to 
assure the payment of the refunding bonds, and 
LP&L would have the right to acquire the Electric 
System on the same basis as provided for in the 
Operating Agreement, or (b) on the basis of the 
replacement of the Operating Agreement with a new 
operating agreement reflecting such changes as 
necessarily result from such refunding but 
otherwise having substantially the same terms, 
conditions and provisions as the Operating 
Agreement. The Town may require LP&L to 
participate in such a refunding provided that the last 
maturing refunding bonds mature no later than the 
last maturity date of any of the Bonds and that the 
annual debt service on the refunding bonds is no 
greater for any year than the amount of the Sinking 
Fund Deposit for such year. 


The Operating Agreement will further provide that at 
such time as no Bonds or refunding bonds are 
outstanding (pre-refunded Bonds and pre-refunded 
refunding bonds being considered as no longer 
outstanding), LP&L will have the right and option, for 
no further consideration, to acquire from the Town 
the entirety of the Electric System. 


In the event that the Operating Agreement is 
terminated or nullified without LP&L acquiring the 
ownership of the Electric System and LP&L’s 
franchise is still effective, the Offer also provides that 
LP&L will, on demand, release and relinquish such 
franchise. 
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The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $11,000, including legal fees of $9,000. 
It is stated that no state or federal regulatory 
authority, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 21, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 559/March 24, 1980 


The Securities and Exchange Commission issued on 
March 24, 1980, an order under the Trust Indenture 
Act of 1939 (“Act”) on the application (File No. 22- 
10248) of ITEL CORPORATION, that the successor 
trusteeship of J. Henry Schroder Bank & Trust 
Company (“Schroder”) under (i) an indenture, dated 
as of December 1, 1978, between The Northern 
Trust Company and Itel Corporation, heretofore 
qualified under the Act (File No. 2-63018), among 
Itel Corporation, Itel-Finance International N.V., a 
wholly-owned subsidiary, and Chemical Bank, which 
are not qualified under the Act, is not so likely to 
involve a material conflict of interest as to make it 
necessary in the public interest or for the protection 
of investors to disqualify Schroder from acting as 
successor trustee under any of these indentures. 





TRUST INDENTURE ACT OF 1939 
Release No. 560/March 24, 1980 


The Securities and Exchange Commission has 
issued a notice giving interested persons until April 
19, 1980 to request a hearing on an application by 
Chrysler Corporation pursuant to Section 
310(b)(1)(ii) of the Trust Indenture Act of 1939 
declaring that the successor trusteeship of the J. 
Henry Schroder Bank and Trust Company under two 
indentures of Chrysler Corporation is not so likely to 
involve a material conflict of interest as to make it 
necessary to disqualify the J. Henry Schroder Bank 
and Trust Company from acting as successor 
trustee. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11096/March 21, 1980 


In the. Matter of 
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564 SOUTHERN BOULEVARD CORPORATION 
110 Poplar Drive 
Roslyn, New York 11576 


(811-2937) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER OF THE COMMISSION 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that 564 Southern 
Boulevard Corporation (“Applicant”), registered 
under the Investment Company Act of 1940 (“Act”) 
as a closed-end, non-diversified, management 
investment company, filed an application on 
February 19, 1980, and an amendment thereto on 
March 6, 1980, pursuant to Section 8(f) of the Act, 
for an order of the Commission declaring that 
Applicant has ceased to be an investment company 
as that term is defined in the Act. All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant, a Delaware corporation, registered under 
the Act on July 3, 1979. Prior to its becoming an 
investment company Applicant and its subsidiaries 
had been engaged in the operation of a supermarket 
chain and a wholesale food packing business under 
the name E & B Supermarkets, Inc. The application 
states that on June 30, 1979, Applicant sold 
substantially all of its assets to MM Supermarkets of 
New York, Inc. and Tropical Brands Packing Corp. 
(“Buyer”) for $4,239,900, payable partly incash and 
partly in 6% installment notes issued by the Buyer 
due in 1984. The sale of assets of Applicant and 
certain other transactions incident thereto, 
including the change of Applicant’s name to 564 
Southern Boulevard Corporation, were approved by 
Applicant’s shareholders at a special meeting of 
shareholders held on June 28, 1979. 


After the sale of its assets, Applicant on July 27, 
1979, made an offer, which expired on January 28, 
1980, to purchase its outstanding shares of common 
stock at the price of $4.20 per share. Of the 
1,009,500 common shares then outstanding, held 
by 418 shareholders, 416,789 shares were tendered 
pursuant to the offer. 


As of the date of the filing of this application the 
remaining common shares outstanding were held by 
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68 persons. The application states that Applicant 
will retain certain assets and continue to engage in 
business as a personal holding company at least 
until June 30, 1984, and hold and invest in 
securities. The assets retained include (1) $24,000 
in cash; (2) Joint 6% Non-Negotiable Installment 
Notes (“installment Notes”) of E&B Supermarkets 
Merchandise Corporation and Tropical Brands 
Packing Corporation, due June 27, 1984, in the 
principal amount of $2,212,000, (3) Recoverable 
state franchise and local corporation taxes of 
$455,000 and (4) Prepaid expenses and other 
current assets of $19,000. As the Installment Notes 
are repaid and the Tax Refund Claims are received, 
Applicant intends to reinvest the proceeds in 
securities to the extent that such funds are not 
required to meet its debt obligations, liabilities and 
expenses. 


Applicant currently has $9,000 in accrued 
expenses; it owes a former officer and director of 
Applicant a balance of $170,000 for 70,000 shares 
of Applicant’s common stock which he tendered 
pursuant to Applicant’s offer to repurchase its 
outstanding common shares, and Applicant 
remains contingently liable on certain obligations. 
principally long-term real estate rental obligations, 
that were assumed by the Buyer of substantially all 
of its assets. 


Applicant represents that as of the date of the filing 
of this application the outstanding securities of 
Applicant are beneficially owned by not more than 
100 persons. Applicant also represents that it is not 
making and does not presently propose to make a 
public offering of its securities, and that none of its 
shareholders is a company that owns 10% or more of 
Applicant's outstanding voting securities. Applicant 
states that it is not a party to any pending litigation, or 
administrative proceedings. On the basis of the 
foregoing information Applicant maintains that it is 
not an “investment company’ as that term is defined 
in the Act. 


Section 3(c)(1) of the Act provides, in pertinent part, 
that any issuer whose outstanding securities (other 
than short-term paper) are beneficially owned by not 
more than 100 persons and which is not making and 
does not presently propose to make a public offering 
of its securities is not an investment company within 
the meaning of the Act. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
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company has ceased to be an investment company 
it shall so declare by order and, upon the 
effectiveness of such order, the registration of such 
company under the Act shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 17, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11097/March 21, 1980 


In the Matter of 


JET CAPITAL CORPORATION 
One Allen Center 
Houston, Texas 77002 


(812-4627) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTIONS 6(c) AND 6(e) OF THE ACT FOR AN 
ORDER OF TEMPORARY EXEMPTION FROM 
SECTIONS 7 AND 8 OF THE ACT 


NOTICE IS HEREBY GIVEN that Jet Capital 
Corporation (“Applicant”), a Delaware corporation, 
has filed an application on March 17, 1980, 
pursuant to Sections 6(c) and 6(e) of the Investment 
Company Act of 1940 (“Act”) for an order of 
temporary exemption declaring Applicant exempt 
from Sections 7 and 8 of the Act until one year from 
the date of the application. All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
made therein, which are summarized below. 


Applicant states that it was incorporated in 1969 and 
that it began a jet aircraft leasing business following 
a public offering of its common stock and warrants to 
purchase common stock. According to the 
application, the aircraft leasing business later 
became unattractive and Applicant obtained 
shareholder approval to explore other business 
opportunities in the airline field. Applicant 
represents that it acquired control of Texas 
International Airlines, Inc. (“TXIA”), in 1972 as part 
of a comprehensive refinancing of TXIA designed by 
Appliant. Applicant states that it had the right to cast 
more than 50% of the votes at any meeting of TXIA 
stockholders from 1972 until TXIA issued additional 
shares of common stock on April 19, 1978, after 
which Applicant’s voting percentage declined to 
approximately 43.9%, and Applicant’s investment 
securities, as defined in Section 3(a) of the Act, 
exceeded 40% of the value of its total assets. Based 
on TXIA’s capitalization at December 31, 1979, Jet 
Capital is entitled to cast approximately 30% of the 
votes for directors at metings of TXIA stockholders. 


On April 19, 1978, Applicant filed an application for 
an order pursuant to Section 3(b)(2) of the Act 
declaring that Applicant was primarily engaged ina 
business or businesses other than that of investing, 
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reinvesting, owning, holding or trading in securities. 
Applicant amended its Section 3(b)(2) application 
on July 7, 1978, and a notice of the Section 3(b)(2) 
application was issued on July 13, 1978 (Investment 
Company Act Release No. 10322). 


Applicant filed additional amendments to its Section 
3(b)(2) application on August 30 and October 30, 
1978, setting forth, among other things, information 
concerning purchases of the stock of National by 
TXIA, and the means by which TXIA financed these 
purchases. TXIA owned approximately 23% of the 
outstanding stock of National as of the close of 
business on October 30, 1978, and Applicant stated 
that TXIA intended to purchase up to 25% of the 
National common stock. In its Section 3(b)(2) 
application, Applicant submitted that it was entitled 
to an order of exemption under Section 3(b)(2) of the 
Act because it was primarily engaged and had been 
primarily engaged since 1972 in the air 
transportation business through a controlled 
subsidiary, TXIA. On November 17, 1978, a second 
notice of the application pursuant to Section 3(b)(2) 
of the Act was issued (Investment Company Act 
Release No. 10484). 


Subsequently, on March 17, 1980, Applicant filed 
another amendment to its 3(b)(2) application. 
According to the amendment, TXIA entered into a 
stock purchase agreement with Pan American World 
Airways, Inc. (“Pan Am”), on July 28, 1979. 
Applicant represents that, pursuant to that 
agreement, TXIA sold Pan Am 790,700 shares of 
National common stock on July 30, 1979, and 
1,309,300 shares of National common stock on 
December 31, 1979, which constituted all the be 
shares of National common stock beneficially 
owned by TXIA on that date. In the event Applicant 
obtains an order of exemption pursuant to its Section 
3(b)(2) application, the instant application will 
become unnecessary, and any order issued hereon 
will be terminated. 


Applicant states that the proceeds from TXIA’s sale 
of National stock may be temporarily held in cash, 
cash equivalents or money market instruments for 
an indefinite period of time, but will not be held 
permanently in that manner. The amended 
application states that the proceeds from the sale of 
National stock also may be used for operating or 
Capital purposes of TXIA or of a corporation which 
may be formed to hold all of TXIA’s voting stock, and 
that the proceeds may also be used to purchase 
stock or other securities of operating companies, 
except that TXIA does not intend to employ more 
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than 20% of its assets in making such investments 
which are not made with a view to obtaining 
operating control. 


In requesting an order of temporary exemption from 
Section 7 and 8 of the Act, Applicant has agreed to 
have its order conditioned upon compliance with 
Sections 9, 17(a), 17(d), 17(e), 36 and 37 of the Act, 
and, to the extent that their terms may apply to 
Applicant's agreement to comply with certain 
sections of the Act, Sections 38 through 52 of the 
Act; except insofar as Section 17 might prohibit: 


(i) employee benefit plans or other employee 
benefits of TXIA (which, for purposes of the 
application are defined to include any corporation 
which may be formed to own all of TXIA’s voting 
stock) extended to affiliated persons of Applicant, 
provided, however, that during the pendency of such 
exemption TXIA will not grant to affiliates of 
Applicant, in the aggregate, options to purchase in 
excess of 140,000 shares (constituting less than 2% 
of the outstanding common stock on a fully diluted 
basis) of TXIA, and that all options so granted to 
affiliates of Applicant will not be exercisable for at 
least one year from the date of grant and will have an 
exercise price of at least 100% of the market price of 
TXIA common stock on the date of grant; 


(ii) transactions between TXIA and any other 
affiliated Company of Applicant or TXIA (or an 
affiliate of such affiliated company except for an 
officer, director, 5% shareholder or controlling 
person of Applicant) on the ground that an affiliated 
person of Applicant might be deemed to have an 
interest in the transaction or in a party to the 
transaction by reason of being a stockholder, officer 
or director of TXIA; 


(iii) transactions which (a) are approved by a 
majority of the votes of stockholders of TXlA cast at a 
meeting of stockholders of TXIA, and (b) are 
approved by a majority of the shares of TXIA 
common stock voted with respect to the transactions 
which are held by persons other than Applicant or 
any affiliated person of Applicant; 


(iv) transactions in which the sole economic 
interests of Applicant and persons affiliated with 
Applicant are the same as the interests of other 
holders of TXIA securities of the same class or 
classes and Applicant and its affiliates participate 
only as holders of TXIA securities in the same way as 
all other holders of the same class or classes of TXIA 
securities; 
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(v) the sale, under a registration statement filed by 
TXIA at its expense, of TXIA securities by Applicant 
or an affiliated person of Applicant to a person or 
persons who are not affiliated persons of Applicant 
or TXIA or affiliated persons of any affiliated person 
of either of them, including such a transaction where 
Applicant and affiliated persons of Applicant may be 
deemed to be joint sellers, provided that (a) any joint 
sales by Applicant and its affiliates be effected either 
at the same price or on a national securities 
exchange, (b) no sales be effected by an affiliate of 
Applicant in a manner which would disadvantage 
Applicant, and (c) the only TXIA securities which 
would be sold by Applicant in such transaction be 
warrants to purchase common stock of TXIA or 
common stock obtained upon the exercise of such 
warrants, and (d) any such sales by Applicant be 
made for the purpose of obtaining funds in order to 
exercise other TXIA warrants or purchase TXIA 
common stock or to cover current operating 
expenses; 


(vi) any transaction by reason of an affiliated person 
of Applicant or TXIA owning an interest of less than 
1% of the outstanding securities of any class of 
another party to the transaction, which interest was 
purchased prior to January 1, 1978, provided that 
the market value of such person’s holdings of 
securities of Applicant and TXIA is at least equal to 
twice the market value of such person’s holding of 
securities of such other party at the time of the 
transaction; and 


(vii) any transaction between or among TXIA 
(holding company or subsidiary) and a corporation 
or corporations of which either owns all of the voting 
stock. 


Applicant submits that the foregoing exceptions to 
its undertaking to comply with Section 17 are 
appropriate because they permit the ordinary 
operations of TXIA and possible future corporate 
transactions and asserts that they are appropriate 
for the protection of investors. 


Applicant asserts that it would be unduly 
burdensome to comply with Sections 10, 12, 13, 15, 
16, 17(f), 17(g), 17(h), 18, 19, 20, 21, 23, 25, 30, 31, 
and 32 because Applicant is seeing a temporary 
exemption. Applicant also submits that at the 
expiration of the temporary exemption, the 
Commission will have sufficient opportunity to 
require Applicant to furnish information pursuant to 
Sections 20(a), 30 and 33. Lastly, Applicant states 
that the proposed Rule 3a-1 under the Act 
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(Investment Company Act Release No. 10937, 
November 13, 1979) would exempt Applicant from 
the Act and obviate the necessity for the application 
if promulgated in final form as proposed. In that 
event, or if another rule of similar import is adopted 
by the Commission, any temporary exemption and 
the agreements of Applicant made therein will 
terminate and the Section 3(b)(2) amended 
application, described above, will be deemed moot, 
provided counsel for Applicant renders a written 
Opinion to the effect that, based upon such rule, 
such counsel is of the opinion that Applicant is not 
an investment company. 


Section 6(c) provides that the Commission, by order 
upon application, may conditionally or 
unconditionally exempt any person from any 
provision or provisions of the Act, if and to the extent 
such exemption is necessary or appropriate in the 
public interest, and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Section 6(e) of the Act provides that, if, in connection 
with any order under Section 6 exempting any 
investment company from Section 7, the 
Commission deems it necessary or appropriate in 
the public interest or for the protection of investors 
that certain specified provisions of the Act 
pertaining to registered investment companies shall 
be applicable in respect of such company, the 
provisions so specified shall apply to such company, 
and to other persons in their transactions and 
relations with such company, as though such 
company were a registered investment company. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 16, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
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the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11098/March 21, 1980 


In the Matter of 


JET CAPITAL CORPORATION 
One Allen Center 
Houston, Texas 77002 


(812-4293) 


RE-NOTICE OF APPLICATION PURSUANT TO 
SECTION 3(b)(2) OF THE ACT FOR AN ORDER 
DECLARING THAT APPLICANT IS NOT AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Jet Capital 
Corporation (“Applicant”), a Delaware corporation, 
filed an application on April 19, 1978, and an 
amendment thereto on July 7, 1978, pursuant to 
Section 3(b)(2) of the Investment Company Act of 
1940 (“Act”), declaring that the Applicant is 
primarily engaged in a business or businesses other 
than that of investing, reinvesting, owning, holding or 
trading in securities. On July 13, 1978, a notice of the 
application was issued (Investment Company Act 
Release No. 10322). Subsequently, on August 30 
and October 30, 1978, the Applicant filed additional 
amendments to its application setting forth, among 
other things, information concerning purchases of 
the stock of National Airlines, Inc. (“National”), by 
Texas International Airlines, Inc. (“TXIA”, the 
securities of which are Applicant’s principal assets), 
and the means by which TXIA financed these 
purchases. On November 17, 1978, a second notice 
of the application pursuant to Section 3(b)(2) of the 
Act was issued (Investment Company Act Release 
No. 10484). On March 17, 1980, Applicant filed an 
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additional amendment to its application, stating, 
among other things, that TXIA had sold to Pan 
American World Airways, Inc. (“Pan Am’), all the 
shares of National common stock that it beneficially 
owned as of December 31, 1979, and providing 
updated financial information of the Applicant. All 
interested persons are referred to the application 
and amendments thereto on file with the 
Commission for a statement of the representations 
made therein, which are summarized Deiow. 


Section 3(a)(3) of the Act defines an investment 
company as any issuer which is engaged, or 
proposes to engage, in the business of investing, 
reinvesting, owning, holding or trading in securities, 
and owns or proposes to acquire investment 
securities having a value exceeding 40 per centum 
of such issuer's total assets (exclusive of 
Government securities and cash items) on an 
unconsolidated basis. 


Applicant states that it was incorporated in 1969 and 
that it began a jet aircraft leasing business following 
a public offering of its common stock and warrants to 
purchase common stock. According to the 
application, the aircraft leasing business later 
became unattractive and Applicant obtained 
shareholder approval to explore other business 
opportunities in the airline field. Applicant 
represents that it acquired control of TXIAin 1972 as 
part of acomprehensive refining of TXIA designed by 
Applicant. According to the application, TXIA is a 
scheduled airline which operates primarily in the 
Southwest as well as in the Republic of Mexico. 
Applicant states that it had the right to cast more 
than 50% of the votes at any meeting of TXIA 
shareholders from 1972 until TXIA issued additional 
shares of common stock on April 19, 1978. After that 
date, Applicant's voting percentage declined to 
approximately 43.9%, and Applicant’s investment 
securities, as defined in Section 3(a)(3) of the Act, 
exceeded 40% of the value of its total assets. 
Applicant further states that it is entitled to cast 
approximately 30% of the votes for directors at 
meetings of TXIA shareholders, based on TXIA’s 
capitalization at December 31, 1979, and that 
Applicant does not believe that there has been any 


significant change in its voting percentage since that 
date. 


According to the application, TXIA’s business had 
included the purchases of the stock of National, and 
that as of August 21, 1978, TXIA held an aggregate of 
790,700 shares of National common stock or 
approximately 9.2% of the outstanding shares. From 
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August 22 to October 30, 1978, TXIA purchased an 
additional 1,178,300 shares of National common 
stock, and as of the close of business on October 30, 
1978, TXIA held 23% of National’s outstanding 
common stock and intended to purchase up to 25% 
of National’s common stock. According to the 
application, TXIA subsequently entered into a stock 
purchase agreement with Pan Amon July 28, 1979. 
Applicant represents that pursuant to that 
agreement, TXIA sold Pan Am 790,700 shares of 
National common stock on July 30, 1979, and 
1,309,300 shares of National common stock on 
December 31, 1979, which constituted all the 
shares of National common stock beneficially 
owned by TXIA on that date. Applicant states that the 
proceeds from TXIA’s sale of National stock may be 
temporarily held in cash, cash equivalents or money 
market instruments for an indefinite period of time, 
but will not be held permanently in that manner. The 
amended application states that the proceeds from 
the sale of National stock may be used for operating 
or capital purposes of TXIA or of a corporation which 
may be formed to hold all of TXIA’s voting stowk, and 
that the proceeds may also be used to purchase 
stock or securities of operating companies, except 
that TXIA does not intend to employ more than 20% 
of its assets in making such investments which are 
not made with a view to obtaining operating control. 


Section 3(b)(2) of the Act exempts from the 
definition of an investment company in Section 
3(a)(3) of the Act any issuer which the Commission 
finds and by order declares to be primarily engaged 
in a business or businesses other than that of 
investing, reinvesting, owning, holding, or trading in 
securities, either directly or (a) through maijority- 
owned subsidiaries or (b) through controlled 
companies conducting similar types of businesses. 
Section 2(a)(9) of the Act defines control as the 
power to exercise a controlling interest over the 
management or policies of a company, unless such 
power is solely the result of an official position with 
such company. In addition, Section 2(a)(9) of the 
Act states that any person who owns beneficially, 
either directly or through one or more controlled 
companies, more than 25 per centum of the voting 
securities shall be presumed to control such 
company. Any person who does not so own more 
than 25 per centum of the voting securities of any 
company shall be presumed not to control such 
company, but any such presumption may be 
rebutted by evidence. 


Applicant submits that it is entitled to an order of 
exemption pursuant to Section 3(b)(2) of the Act 
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because it is primarily engaged and has been 
primarily engaged since 1972 in the air 
transportation business through its controlled 
subsidiary, TXIA. Applicant represents that there 
has been no material change in the nature of its 
business since April 18, 1978. Applicant states that, 
since the date of the last amendment to the 
application, TXIA has filed a registration statement 
on Form S-16 which became effective November 30, 
1979 (No. 2-65776), under which persons, 
including certain affiliates of Applicant or TXIA, may 
sell common stock of TXIA. Applicant represents 
that based on its unaudited 1979 year-end financial 
statements, securities of TXIA comprised 79.5% of 
Applicant’s assets on a book value basis and 
contributed 83.2% of Applicant’s income. Applicant 
states that if its TXIA securities were valued at 
market value (based on an average market price of 
$9 per share of TXIA common stock), such securities 
would comprise approximately 97.5% of Applicant’s 
assets. Furthermore, Applicant contends that the 
proposed Rule 3a-1 under the Act (Investment 
Company Act Release No. 10937, November 13, 
1979) would exempt Applicant from the Act and 
obviate the necessity for the application if 
promulgated in final form as proposed. 


Applicant states that as a condition to an order 
pursuant to Section 3(b)(2) of the Act, the exemptive 
order will terminate 30 days after it is determined 
that at the end of any calendar quarter more than 
40% of TXIA’s total assets consist of investment 
securities as defined by Section 3(a)(3) of the Act, 
unless: 


(1) Applicant has received an opinion of counsel to 
the effect that TXIA is primarily engaged in a 
business other than that of investing, reinvesting, 
owning, holding or trading in securities within the 
meaning of Section 3(b)(1) of the Act, or 


(2) Applicant or TXIA has filed a request for a no- 
action letter pursuant to Section 3(b)(1) of the Act 
and, alternatively, an order pursuant to Section 
3(b)(2) of the Act, or 


(3) Applicant or TXIA has filed a request for an order 
pursuant to Section 3(b)(2) of the Act. 


Applicant states that in the event that Applicant or 
TXIA shall proceed under either item (2) or item (3) 
above, Applicant’s exemption shall cease, and it 
shall register in the event that the Commission shall 
have finally denied the request for exemption and 
the time to appeal therefrom shall have run. 
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Section 3(b)(2) provides, in part, that whenever the 
Commission finds, upon its own motion, that the 
circumstances which gave rise to the issuance of an 
order granting an application thereunder no longer 
exist, the Commission shall by order revoke such 
order. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 16, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contem- 


poraneously with the request. As provided by RuleO- 
5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon 


request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11099/March 24, 1980 


In the Matter of 


OPPENHEIMER MONETARY BRIDGE, INC. 
One New York Plaza 
New York, New York 10004 


(812-4425) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR ORDER AMENDING PRIOR 
ORDER OF EXEMPTION FROM RULES 2a-4 AND 
22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Oppenheimer 
Monetary Bridge, Inc. (“Applicant”), registered 
under the Investment Company Act of 1940 (“Act”) 
as a no-load, open-end, diversified management 
investment company, filed an application on 
November 2, 1979 and an amendment thereto on 
March 11, 1980, for an order of the Commission 
pursuant to Section 6(c) of the Act amending in the 
manner described below a prior order (the “Prior 
Order’) which exempted Applicant from the 
provisioins of Rules 2a-4 and 22c-1 under the Act to 
the extent necessary to permit Applicant to compute 
its price per share for the purposes of sales and 
redemptions of its shares to the nearest one cent on 
a share value of one dollar. The Prior Order was 
issued in Investment Company Act Release No. 
10776 (July 13, 1979). Applicant represents that in 
all other respects its portfolio securities are valued in 
accordance with Investment Company Act Release 
No. 9786 (May 31, 1977) (“IC-9786”). All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it is a “money market” fund 
whose investment objective is seeking the 
maximum current income that is consistent with 
stability of principal and that its portfolio may, as a 
matter of fundamental investment policy, be 
invested only in bank or corporate debt obligations, 
commercial paper, U.S. treasury bills and other 
short-term debt instruments issued by the U.S. 
government or its agencies, maturing in or called for 
redemption in one year or less. 


Rule 22c-1 adopted under the Act provides, in part, 


that no registered investment company issuing any 
redeemable security shall sell, redeem or 
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repurchase any security except at a price based on 
the current net asset value of such security which is 
next computed after receipt of a tender of such 
security for redemption or of an order to purchase or 
sell such security. Rule 2a-4 adopted under the Act 
provides, as here relevant, that the “current net asset 
value” of a redeemable security issued by a 
registered investment company used in computing 
its price for the purposes of distribution and 
redemption shall be determined with reference to 
current market value for portfolio securities with 
respect to which market quotations are readily 
available and for other securities and assets, fair 
value as determined in good faith by the board of 
directors of the registered company. In IC-9786, the 
Commission issued an interpretation of Rule 2a-4 
expressing its view that it was inconsistent with Rule 
2a-4 for certain money market funds to “round off” 
calculations of their net asset value per share to the 
nearest one cent ona share value of $1.00, because 
such a calculation might have the effect of masking 
the impact of changing values of portfolio securities 
and therefore might not “reflect” its portfolio 
valuation as required by Rule 2a-4. 


In the application for the Prior Order, Applicant 
represented that, to the extent necessary, its Board 
of Directors would consider the advisability of 
temporarily suspending the payment of dividends or 
making a capital gains distribution (if and to the 
extent that capital gains have not been reflected in 
prior dividends) to maintain a $1.00 price per share 
if the net asset value per share declined to a value 
below $0.997 or rose to a value of above $1.003, 
respectively; such representation is repeated as part 
of this application. Applicant also, in such prior 
application, consented that in order to attempt to 
assure the stability of its net asset value per share, it 
wouldadhereto the following conditions (which are 
set forth in the Prior Order): 


(1) Applicant's Board of Directors, in supervising 
Applicant's operations and delegating special 
responsibilities involving portfolio management to 
Applicant’s investment adviser, undertake—as a 
particular responsibility within their overall duty of 
care owed to Applicant’s shareholders—to assure to 
the extent reasonably practicable, taking into 
account current market conditions affecting 
Applicant's investment objectives, that Applicant's 
price per share as computed for the purpose of 
distribution, redemption and repurchase, rounded 
to the nearest one cent, will not deviate from $1.00; 


(2) Applicant will maintain a dollar-weighted 
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average portfolio maturity appropriate to its 
objective of maintaining a stable price per share, 
and Applicant will not purchase a portfolio security 
unless it matures in one year or less or is subject toa 
repurchase agreement, the delivery under which 
does not exceed one year, or has been called for 
redemption within one year where Applicant's 
investment adviser shall have determined that the 
risk that such redemption will not take place is 
minimal; nor will it maintain a dollar-weighted 
average portfolio maturity in excess of 120 days; and 


(3) Applicant will invest only in debt obligations 
payable in dollars issued or guaranteed by the 
federal government, federal governmental agencies, 
or certain banks, savings and loan associations, and 
corporations. Investments in banking obligations 
will be limited to certificates of deposit issued by 
domestic banks or savings and loan associations 
which have total assets in excess of $1 billion and 
bankers acceptances or letters of credit guaranteed 
by U.S. commercial banks having total assets in 
excess of $1 billion. The commercial paper 
purchases by Applicant shall be (i) rated Prime-1 or 
Prime-2 by Moody’s Investors Service, Inc., or A-1 or 
A-2 by Standard & Poor’s Corporation, or (ii) issued 
by companies having an outstanding debt issue 
rated at least Aa by Moody’s Investors Service, Inc. or 
at least AA by Standard & Poor’s Corporation. Other 
obligations purchased by Applicant will be either 
debt instruments issued by domestic corporations 
rated Aa or better by Moody’s Investor Services, Inc., 
or AA or better by Standard & Poor’s Corporation or 
obligations issued by other entities accompanied by 
a guarantee or principal and interest by a bank or 
corporation whose certificates of deposit or 
commercial paper may otherwise be purchased by 
Applicant. Investments in repurchase agreements 
will be limited to transactions with a financial 
instruction believed by Applicant’s investment 
adviser to present minimal credit risks. 


Applicant requests that the Commission issue an 
order amending the Prior Order by deleting 
condition (3) of the Prior Order as set forth above and 
substituting in place thereof the following condition 


(3): 


(3) Applicant will limit its portfolio investments, 
including repurchase agreements, to those 
instruments which are denominated in U.S. dollars 
and which the Board of Directors of Applicant 
determines present minimal credit risks, and which 
are of high quality as determined by any major rating 
service or, in the case of any instrument that is not 
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rated, of comparable quality as determined by the 
Board of Directors. 


Applicant submits that the detailed “quality” 
restrictions of condition (3) of the Prior Order are not 
necessary if there is substituted therefor the 
responsibility for quality determinations by the 
Board of Directors of Applicant as set forth above in 
the proposed new condition (3). Applicant also 
submits that the quality control restrictions which 
are contained in condition (3) of the Prior Order in 
substance embody the present fundamental 
policies of Applicant except that the conditions, but 
not the policies, prohibit investment in the 
obligations of foreign banks or in the obligations of 
domestic banks having total assets of less than U.S. 
$1 billion while the policies permit investment inthe 
obligation of domestic or foreign banks having total 
assets in excess of U.S. $500 million and that, 
because of the Prior Order, the shareholders of 
Applicant are unable to change many fundamental 
policies of Applicant, as they are entitled to do under 
Section 13(a)(3) of the Act, without the possibility of 
loss of the exemption contained in the Prior Order. 
Applicant further submits that exemption orders 
issued by the Commission in related areas after the 
issuance of the Prior Order (for example, Investment 
Company Act Release No. 10824, August 8, 1979) 
have contained quality restrictions similar to that 
applied for rather than the detailed quality 
restrictions contained in the Prior Order. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, exempt any 
person, security or transaction or any class or 
classes of persons, securities or transactions, from 
any provision or provisions of the Act and rules 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 18, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
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upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0- 
5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11100/March 24, 1980 


In the Matter of 


CENTENNIAL CAPITAL CASH MANAGEMENT 
TRUST 

One New York Plaza 

New York, New York 10004 


(812-4426) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR ORDER AMENDING PRIOR 
ORDER OF EXEMPTION FROM RULES 2a-4 AND 
22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Centennial Capital 
Cash Management Trust (“Applicant”), registered 
under the Investment Company Act of 1940 (“Act”) 
as a no-load, open-end, diversified management 


investment company, filed an application on 
November 2, 1979, and an amendment thereto on 
March 11, 1980, for an order of the Commission 
pursuant to Section 6(c) of the Act amending in the 
manner described below a prior order (the “Prior 
Order’) which exempted Applicant from the 
provisions of Rules 2a-4 and 22c-1 under the Act to 
the extent necessary to permit Applicant to compute 
its price per share for the purposes of sales and 
redemptions of its shares to the nearest one cent on 
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a share value of one dollar. The Prior Order was 
issued in Investment Company Act Release No. 
10777 (July 13, 1979). Applicant represents that in 
all other respects its portfolio securities are valued in 
accordance with Investment Company Act Release 
No. 9786 (May 31, 1977) (“IC-9786”). All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it is a “money-market” fund 
whose investment objective is seeking the best 
obtainable yields on “money-market” securities 
consistent with low capital risk and that its portfolio 
may, as a matter of fundamental investment policy, 
be invested only in U.S. government or agency 
obligations, bank obligations and _ instruments 
secured thereby, commercial paper and certain 
debt obligations and certain other obligations 
meeting specified tests; all portfolio securities must 
mature in twelve months or less from the date of 
purchase or be subject to repurchase agreements so 
maturing. 


Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company issuing any 
redeemable security shall sell, redeem or 
repurchase any security except at a price based on 
the current net asset value of such security which is 
next computed after receipt of a tender of such 
security for redemption or of an order to purchase or 
sell such security. Rule 2a-4 adopted under the Act 
provides, as here relevant, that the “current net asset 
value” of a redeemable security issued by a 
registered investment company used in computing 
its price for the purposes of distribution and 
redemption shall be determined with reference to 
current market value for portfolio securities with 
respect to which market quotations are readily 
available and for other securities and assets, fair 
value as determined in good faith by:the board of 
directors of the registered company. In |C-9786, the 
Commission issued an interpretation of Rule 2a-4 
expressing its view that it was inconsistent with Rule 
2a-4 for certain money market funds to “round off” 
calculations of their net asset value per share to the 
nearest one cent ona share value of $1.00, because 
such a calculation might have the effect of masking 
the impact of changing values of portfolio securities 
and therefore might not “reflect” its portfolio 
valuation as required by Rule 2a-4. 


In the application for the Prior Order, Applicant 
represented that, to the extent necessary, its 
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Trustees (who perform the functions of a board of 
directors of a corporation) would consider the 
advisability of temporarily suspending the payment 
of dividends or making a capital gains distribution (if 
and to the extent that capital gains have not been 
reflected in prior dividends) to maintain a $1.00 
price per share if the net asset value per share 
declined to a value below $0.997 or rose toa value of 
above $1.003, respectively; such representation is 
repeated as part of this application. Applicant also, 
in such prior application, consented that in order to 
attempt to assure the stability of its net asset value 
per share, it would adhere to the following conditions 
(which are set forth in-the Prior Order): 


(1) Applicant's Trustees, in supervising Applicant's 
Operations and delegating special responsibilities 
involving portfolio management to Applicant’s 
investment adviser, undertake—as a particular 
responsibility within their overall duty of care owed 
to Applicant’s shareholders—to assure to the extent 
reasonably practicable, taking into account current 
market conditions affecting Applicant’s investment 
objectives, that Applicant’s price per share as 
computed for the purpose of distribution, 
redemption and repurchase, rounded to the nearest 
one cent, will not deviate from $1.00; 


(2) Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable price per share, 
and Applicant will not purchase a portfolio security 
unless it matures in twelve months or less from the 
date of purchase or is subject to a repurchase 
agreement so maturing, or has been called for 
redemption within twelve months where Applicant's 
investment adviser shall have determined that the 
risk that such redemptiun will not take place is 
minimal; nor will it maintain a dollar-weighted 
average portfolio maturity in excess of 120 days; and 


(3) Applicant will invest only in obligations issued or 
guaranteed by the U.S. government or its agencies or 
instrumentalities; bank time deposits, certificates of 


deposit, bankers acceptances and other bank 
obligations; high-grade commercial paper and other 
debt obligations rated A-1 by Standard & Poor's 
Corporation or Prime-1 by Moody’s Investors 
Service, Inc. or issued by companies having an 
outstanding debt issue rated at least “AA” by 
Standard & Poor’s Corporation or at least “Aa” by 
Moody’s Investors Service, Inc.; other obligations 
accompanied by a guarantee of principal and 
interest issued by a bank or corporation whose 
certificates of deposit or commercial paper may 
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otherwise be purchased; such obligations and 
guarantees must be due within twelve months or less 
from the date of purchase; and repurchase 
agreements for the obligations of the types listed 
above. Investments in bank time deposits, 


. certificates of deposit, bankers acceptances, and 


other bank obligations are limited to domestic banks 
or savings and loan associations subject to 
regulation by the U.S. government having in excess 
of U.S. $1 billion in total assets. Investments in 
repurchase agreements are limited to transactions 
with a financial institution believed by Applicant's 
investment adviser to present minimal credit risks. 


Applicant requests that the Commission issue an 
order amending the Prior Order by deleting 
condition (3) of the Prior Order as set forth above and 
substituting in place thereof the following condition 


(3): 


(3) Applicant will limit its portfolio investments, 
including repurchase agreements, to those 
instruments which are denominated in U.S. dollars 
and which the Trustees of Applicant determine 
present minimal credit risks, and which are of high 
quality as determined by any major rating service or, 
in the case of any instrument that is not rated, of 
comparable quality as determined by the Trustees. 


Applicant submits that the detailed “quality” 
restrictions of condition (3) of the Prior Order are not 
necessary if there is substituted therefor the 
responsibility for quality determinations by the 
Trustees of Applicant as set forth above in the 
proposed new condition (3). Applicant also submits 
that the quality control restrictions which are 
contained in condition (3) of the Prior Order in 
substance embody the present fundamental 
policies of Applicant (except to the extent that the 
conditions, but not the policies, prohibit investment 
in the obligations of foreign banks or in the 
obligations of domestic banks having total assets of 
less than U.S. $1 billion) and that, because of the 
Prior Order, the shareholders of Applicant are 
unable to change many fundamental policies of 
Applicant, as they are entitled to do under Section 
13(a)(3) of the Act, without the possibility of loss of 
the exemption contained in the Prior Order. 
Applicant further submits that exemtpion orders 
issued by the Commission in related areas after the 
issuance of the Prior Order (for example, Investment 
Company Act Release No. 10824, August 8, 1979) 
have contained quality restrictions similar to that 
applied for rather than the detailed quality 
restrictions contained in the Prior Order. 
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Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, exempt any 
person, security or transaction or any class or 
classes of persons, securities or transactions, from 
any provision or provisions of the Act and rules 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisior:s 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 18, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney- 
at-law, by certficate) shall be filed contem- 
poraneously with the request. As provided by Rule 0O- 
5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11101/March 25, 1980 


In the Matter of 


BENEFICIAL NATIONAL LIFE INSURANCE 
COMPANY 
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THE DREYFUS RAINBOW ANNUITY VARIABLE 
ACCOUNT A 

Two Park Avenue 

New York, NY 10016 


and 


DREYFUS LIQUID ASSETS, INC. 
DREYFUS A BONDS PLUS, INC. 
767 Fifth Avenue 

New York, NY 10022 


(812-4532) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 11 OF THE ACT 
APPROVING CERTAIN OFFERS OF EXCHANGE AND 
PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM SECTIONS 
26(a)(2)(C) AND 27(c)(2) OF THE ACT 


NOTICE IS HEREBY GIVEN that Beneficial National 
Life Insurance Company (“Beneficial”), a stock life 
insurance company organized under the laws of the 
State of New York, The Dreyfus Rainbow Annuity 
Variable Account A (the “Separate Account”), a 
separate account of Beneficial’s registered under 
the Investment Company Act of 1940 (the “Act”) asa 
unit investment trust, Dreyfus Liquid Assets, Inc. 
(“DLA”) and Dreyfus A Bonds Plus, Inc. (“A Bonds”) 
(collectively referred to as the “Funds”), diversified, 
open-end management companies registered under 
the Act (hereinafter Beneficial, the Separate 
Account and the Funds are collectively referred to as 
“Applicants”), filed an application on September 6, 
1979, and amendments thereto on November 13, 
November 26, and December 7, 1979, and March 3, 
and March 21, 1980, pursuant to Section 11 of the 
Act for an order approving certain offers of 
exchange, and pursuant to Section 6(c) of the Act for 
an order of exemption from Sections 26(a)(2)(C) 
and 27(c)(2) of the Act. 


The Separate Account was established by Beneficial 
pursuant to the laws of the State of New York in 
connection with the issuance of individual, single 
purchase payment, variable annuity contracts (the 
“Contracts”) offered by Beneficial. Contract owners 
make purchase payments to Beneficial which are 
invested in one or both of the underlying Funds. 


Section 11 


Section 11(a) of the Act provides that it shall be 
unlawful for any registered open-end investment 
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company or any principal underwriter therefor to 
make or cause to be made an offer to the holder of a 
security of such company or of any other open-end 
investment company to exchange his security for a 
security in the same or another such company on 
any basis other than the relative net asset values of 
the respective securities to be exchanged, unless 
the terms of the offer have first been submitted to 
and approved by the Commission. Section 11(c) 
provides that irrespective of the basis of exchange, 
the provisions of Section 11(a) shall be applicable to 
any type of offer of exchange of the securities of 
registered unit investment trusts for the securities of 
any other investment company. 


Applicants propose to permit shareholders of the 
Funds to exchange their shares for the Contracts. 
Such shareholders will be notified of the offer of 
exchange and will be permitted to make such an 
exchange without payment of a fee, sales load or 
transfer charge. Only purchase payments for the 
Contracts in the form of shares of DLA will be 
invested by the Separate Account in DLA. Purchase 
payments for the Contracts in the form of cash or 
shares of A Bonds will be invested by the Separate 
Account in A Bonds. In addition, Contract owners 
who have DLA as the investment underlying their 
Contracts may reallocate such underlying 
investment to A Bonds. However, Contract owners 
who have A Bonds as the investment underlying 
their Contracts may not reallocate such underlying 
investment to DLA. Applicants state that the 
exchange privilege is proposed to be so limited 
because of a recent regulation of the Federal 
Reserve Board placing reserve requirements on any 
increase in average assets of money market funds 
subsequent to March 14, 1980. As a result of this 
regulation, the Board of Directors of DLA has 
decided to limit future sales of additional shares of 
DLA. 


Applicants submit that the proposed exchange 
privilege allowing Fund shareholders to exchange 
their shares for Contracts is consistent with the 
policy of Section 11 of the Act since any exchange 
would be made at net asset value and would not be 
subject to a fee, sales load or transfer charge. 
Applicants state that any such exchange would be 
solely at the election of existing shareholders of the 
Funds. Appliants further state that such an 
exchange privilege will permit Fund shareholders to 
add annuity features to their financial plans while 
retaining the investment orientation they already 
possess. In addition, DLA shareholders may change 
their investment orientation while adding the 
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annuity features. Similarly, Applicants believe that it 
is in the best interest of Contract owners to permit 
the investments underlying their contracts to be 
reallocated from DLA to A Bonds. Such an exchange 
privilege would be of benefit to those Contract 
owners whose changing personal economic needs 
make it desirable for them to change their 
investment vehicle. 


Sections 26(a) and 27(c)(2) 


Sections 26(a) and 27(c)(2), as here pertinent, 
provide in substance that a registered unit 
investment trust and any depositor of or underwriter 
for such trust are prohibited from selling periodic 
payment plan certificates unless the proceeds of all 
payments, other than amounts deducted for sales 
load, are deposited with a qualified bank as trustee 
or custodian. Section 26(a)(2)(C) provides that a 
payment to the depositor shall not be allowed as an 
expense to the custodian of a unit investment trust 
except for the payment of a fee, not exceeding such 
reasonable amount as the Commission may 
prescribe as compensation for performing 
bookkeeping and other administrative services, of a 
character normally performed by the trustee or 
custodian itself. Section 27(c)(2) applies the same 
restrictions to periodic payment plan certificates. 


Applicants have requested an exemption pursuant 
to Section 6(c) of the Act from Sections 26(a)(2)(C) 
and 27(c)(2) of the Act to permit the custodian, 
Bradford Trust Company of Boston (the 
“Custodian”), to be allowed as an expense payments 
to the Company (A) to reimburse the Company for 
Development Allowances advanced by the Company 
to the Custodian (B) for Contract Expense 
Reimbursement, and (C) for insurance 
commissions indirectly paid by Contract owners. 


Reimbursement of Advances to Custodian 


Beneficial will advance $55,000 to the Custodian to 
reimburse the Custodian for expenses 
(“Development Allowance”) in developing computer 
systems and making operational preparations 
associated with the annuity program. The Custodian 
will repay this amount to Beneficial, without interest, 
in stages as Contracts are issued with the full 
amount to be repaid after 50,000 Contracts have 
been issued. This amount will be repaid to Beneficial 
out of the Custodian’s share of the Contract 
Administrative Charge. In the event the Custodian 
has not reimbursed Beneficial for the full amount of 
the Development Allowance by December 31, 1980, 
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Beneficial will treat the unreimbursed amount as an 
expense to which the Contract Expense 
Reimbursement (described below) applies. Any 
Development Allowance thereafter repaid by the 
Custodian will be credited against the Contract 
Expense Reimbursement. 


Contract Expense Reimbursement 


Applicants state that on December 31 of each year 
each Contract then in effect for at least 60 days will 
be charged a pro rata portion (based on the total 
number of such Contracts in effect on December 31 
of such year) of Beneficial’s accumulated expenses 
for performing services through such date which are 
not covered by the Contract Administrative Charge 
(currently $30 a year). The maximum amountof this 
“Contract Expense Reimbursement” for any year is 
$5.00 per Contract. To the extent any actual 
expenses are not reimbursed ‘during any year or 
years as a result of the $5.00 limitation, these 
expenses will be carried over to the next year or years. 
The types of expenses for which reimbursement will 
be made include start-up and maintenance costs 
which Beneficial has and will incur in establishing 
and maintaining the Dreyfus annuity program; an- 
nual regulatory costs, and outside legal, actuarial, 
accounting and other outside professional costs in 
establishing and maintaining the Dreyfus annuity In 
program; compensation and fringe benefits to 
Beneficial’s employees whose duties are limited to 
performing services relating to the variable annuity 
program; and all other out-of-pocket costs directly 
allocable to the Dreyfus annuity program. Beneficial 
will be entitled to reimbursement only for expenses 
which are verified by its independent accountants. 
Beneficial will not be entitled to reimbursement for 
distribution expenses. The Contract Expense 
Reimbursement will be deducted by the Custodian 
from the Contract values of the respective Contracts, 
and will be paid by the Custodian to Beneficial. 


Insurance Commissions 


Applicants state that the Contracts will be 
distributed through Dreyfus Service Organization, 
Inc. (“DSO”), which is affiliated with the investment 
adviser for the Funds. Beneficial has agreed to pay 
insurance commissions to DSO for its services as an 
insurance general agent in distributing the 
Contracts. The insurance commissions payable to 
DSO range between zero and .675% of annuity 
business in force on each anniversary of the 
effective date of the offering. 
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Contract owners pay no sales load upon purchase of 
the Contracts. However, Beneficial will deduct from 
the Separate Account an amount which is equal on 
an annual basis to 1% of the daily net asset value of 
the Separate Account. The 1% amount is an 
insurance charge and will be retained by Beneficial 
to compensate it for mortality risks which inhere in 
the annuity tables forming a part of the Contracts, 
and to provide a profit to Beneficial. Beneficial will 
profit from the insurance premium to the extent that 
actual mortality experience is more favorable than 
expected and to the extent that it is not required to 
bear unreimbursed expenses. Since Beneficial will 
not be reimbursed for insurance commissions paid 
to DSO, its profit will be reduced to the extent of these 
commissions. 


Applicants state that Beneficial will pay insurance 
commissions out of its general funds, and not 
directly “out of’ the insurance premium. To the 
extent that Beneficial’s unreimbursed expenses and 
mortality experience are such that it realizes a profit 
from the 1% insurance premium, this profit will 
increase the pool of general company surplus which 
is available to pay commissions. Such profit may not 
in fact occur, in which case Beneficial must still pay 
ihe commissions and represents that it will not seek 
reimbursement from the Contract owners. In order 
to remove any possible uncertainty that the 
Custodian is, in effect, being allowed as an expense 
amounts which are indirectly paid towards 
distribution expenses, Applicants seek an 
exemption from the provisions of Sections 
26(a)(2)(C) and 27(c)(2) of the Act to the extent 
necessary to permit such payments. Applicants 
acknowledge the Commission poiicy against 
investment companies bearing distribution 
expenses. However, Applicants submit that the 
Contract charges are consistent with the industry 
norm and argue that charging an additional sales 
load would not be in the best interest of the Contract 
owners. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes thereof, from any provision of the Act or its 
Rules and Regulations, if and to the extent necessary 
or appropriate in the public interest, and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


Applicants have consented that any order granting 
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the requested exemptions from Sections 
26(a)(2)(C) and 27(c)(2) of the Act be made subject 
to the conditions that (1) the charges under the 
Contracts for administrative services shall not 
exceed such reasonable amounts as the 
Commission shall prescribe, jurisdiction being 
reserved to the Commission for such purpose, and 
(2) the payment of sums and charges out of the 
assets of the Separate Account shall not be deemed 
to be exempted from regulation by the Commission 
by reason of the requested order, provided that the 
Applicants’ consent to this condition shall not be 
deemed to be a concession to the Commission of 
authority to regulate the payment of sums and 
charges out of such assets other than charges for 
administrative services, and Applicants reserve the 
right in any proceeding before the Commission or in 
any suit or action in any court to assert that the 
Commission has no authority to regulate the 
payment of such other sums or charges. In addition, 
Applicants agree that if the requested exemptions 
are granted, the exemptive order shall remain in 
effect only so long as there is no increase in the 
Contract Administrative Charge. 


NOTICE IS FURTHER GIVEN that any interested 
persons may, not later than April 21, 1980, at 5:30 


p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by. a 
statement as to the nature of his or her interest, the 
reasons for such request and the issues, if any, of 
fact or law proposed to be controverted, or that 
person may request notification if the Commission 


should order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or uponthe 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11102/March 25, 1980 


In the Matter of 


THE FINANCE COMPANY OF PENNSYLVANIA 
7 East Lancaster Avenue 
Ardmore, Pennsylvania 19003 


(812-4523) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
THE PROHIBITIONS OF SECTION 17(a) 


The Finance Company of Pennsylvania 
(‘Applicant’), an open-end, non-diversified 
management investment company registered under 
the Investment Company Act of 1940 (“Act”), filed 
an application on August 23, 1979, and an 
amendment thereto on January 30, 1980, for an 
order pursuant to Section 17(b) of the Act, 
exempting from the prohibitions of Section 17(a) of 
the Act Applicant’s sale of 5,175 shares of Common 
Stock of South Chester Tube Company (“South 
Chester”) to South Chester for $5,806,350 in cash 
and a note. 


On February 14, 1980, the Commission issued a 
notice (Investment Company Act Release No. 
11048) of the filing of the application. The notice 
gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered 
a hearing. 


The matter having been considered, it is found that 
the terms of the proposed transaction, including the 
consideration to be paid, are reasonable and fair and 
do not involve overreaching on the part of any person 
concerned, and that the proposed transaction is 
consistent with the policies of Applicant and with the 
general purposes of the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction be, and hereby is, 
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exempted from the provisions of Section 17(a) of the 
Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11103/March 26, 1980 


In the Matter of 


STATE MUTUAL LIFE ASSURANCE 
COMPANY OF AMERICA 

440 Lincoln Street 

Worcester, Massachusetts 01605 


(812-4569) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER PERMITTING THE 
PROPOSED ACQUISITION OF CERTAIN NOTES 


On February 28, 1980, a notice was issued 
(Investment Company Act Release No. 11061) of an 
application by State Mutual Life Assurance 
Company of America (“Applicant”), a mutual life 
insurance company organized under the laws of 
Massachusetts, filed on November 13, 1979, and 
amended on January 9 and February 27, 1980, for 
an order of the Commission pursuant to Section 
17(d) of the Investment Company Act of 1940 
(“Act”) and Rule 17d-1 thereunder, permitting 
Applicant to acquire at direct placement $1,800,000 
principal amount of a new issue of 11% Senior Notes 
due 1995 of Gulf Resources & Chemical Corporation 
(“GRCC”). Applicant and State Mutual Securities, 
Inc. (“Fund”), a closed-end investment company 
registered under the Act and advised by Applicant, 
each currently own $1,249,980 principal amount of 
9-1/4% Senior Notes of GRCC due 1989 (with 
24,000 warrants to purchase GRCC common stock 
at $10 per share until December 31, 1983). 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 
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The matter has been considered, and it is found that 
the non-participation of the Fund in the proposed 
acquisition by Applicant is consistent with the 
provisions, policies and purposes of the Act, and is 
not on a basis less advantageous than that of 
Applicant. Accordingly, 


IT |S ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that the application to 
permit the proposed acquisition be, and hereby is, 
granted. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11104/March 27, 1980 


In the Matter of 


JOHN HANCOCK MUTUAL LIFE INSURANCE 
COMPANY 


AND 


JOHN HANCOCK VARIABLE ACCOUNT A-1 
John Hancock Place 
Boston, Massachusetts 02117 


(812-4581) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM SECTIONS 14(a), 
17(f) AND 27(c)(2) OF THE ACT AND RULE 17f-2 
THEREUNDER 


John Hancock Variable Account A-1, a diversified, 
open-end management investment company 
registered under the Investment Company Act of 
1940 (the “Act”), and John Hancock Mutual Life 
Insurance Company, a mutual life insurance 
company incorporated under the laws of the State of 
Massachusetts (collectively referred to as 
“Applicants”) filed an application on December 14, 
1979 and an amendment thereto on February 25, 
1980 for an order of the Commission pursuant to 
Section 6(c) of the Act exempting Applicants from 
the provisions of Sections 14(a), 17(f) and 27(c)(2) 
of the Act and Rule 17f-2 thereunder. 
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On March 4, 1980 a notice was issued (Investment 
Company Act Release No. 11066) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the requested exemptions from Sections 14(a), 
17(f), and 27(c)(2) of the Act and Rule 17f-2 
thereunder be, and hereby are, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11105/March 27, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6201/March 27, 1980 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11106/March 27, 1980 


In the Matters of 


FEDERATED MONEY MARKET TRUST 
(812-4545) 


and 


TRUST FOR CASH RESERVES 
(812-4582) 


421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 
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ORDERS PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


Federated Money Market Trust and Trust for Cash 
Reserves (“Applicants”), each registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, diversified, management investment 
company, filed applications on October 1, 1979, and 
December 14, 1979, respectively, pursuant to 
Section 6(c) of the Act, for orders of the Commission 
exempting Applicants from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder, to the extent necessary to permit 
Applicants’ assets to be valued at amortized cost. 


On March 3, 1980, a notice was issued (Investment 
Company Act Release No. 11063) of the filing of the 
applications. The notice gave interested persons an 
opportunity to request a hearing or hearings and 
stated that orders disposing of the applications 
would be issued as of course unless a hearing or 
hearings should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matters have been considered, and it is found 
that the granting of the requested exemptions is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the applications for orders of exemption from 
the provisions of Section 2(a)(41) of the Act and 


‘ Rules 2a-4 and 22c-1 thereunder, to the extent 


necessary to permit Applicants’ assets to be valued 
at amortized cost, be, and hereby are, granted, 
effective forthwith, subject to the following 
conditions agreed to by each of the Applicants: 


1. In supervising Applicant's operations and 
delegating special responsibilities involved portfolio 
management to Applicant's investment adviser, 
Applicant’s Trustees (‘‘Management’”) undertake— 
as a particular responsibility within the overall duty 
of care owed to shareholders—to establish 
procedures reasonably designed, taking into 
account current market conditions and Applicant’s 
investment objectives, to stabilize Applicant’s net 
asset value per share, as computed for the purpose 
of distribution, redemption and repurchase, at $1.00 
per share. 
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2. Included within the procedures to be adopted by 
Management shall be the following: 


(a) Review by Management, as it deems appropriate 
and at such intervals as are reasonable in light of 
current market conditions, to determine the extent 
of deviation, if any, of the net asset value per share as 
determined by using available market quotations 
from Applicant’s $1.00 amortized cost price per 
share, and the maintenance of records of such 
review.’ 


(b) In the event such deviation from Applicant's 
$1.00 amortized cost price per share exceeds 1/2 of 
1 percent, a requirement that Management will 
promptly consider what action, if any, should be 
initiated by Management. 


(c) Where Management believes the extent of any 
deviation from Applicant’s $1.00 amortized cost 
price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems for 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which may include: redemption of shares in 
kind; selling portfolio instruments prior to maturity 
to realize capital gains or losses, or to shorten the 
average maturity of portfolio instruments of 
Applicant; withholding dividends; or utilizing a net 
asset value per share as determined by using market 
quotations. 


3. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; 
provided, however, that it will not (a) purchase any 
instrument with a remaining maturity of greater than 
one year, or (b) maintain a dollar-weighted average 
portfolio maturity which exceeds 120 days. In 
fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 





1To fulfill this condition, each Applicant intends to 
use actual quotations or estimates of market value 
reflecting current market conditions chosen by 
Management in the exercise of its discretion to be 
appropriate indicators of value which may include, 
inter alia, (1) quotations or estimates of market value 
for individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 
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Applicant will invest its available cash in such a 
manner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1 above, and each 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of 
Management’s considerations and actions taken in 
connection with the discharge of its responsibilities, 
as set forth above, to be included in the minutes of 
Management’s meetings. The documents preserve 
pursuant to this condition shall be subject to 
inspection by the Commission in accordance with 
Section 31(b) of the Act, as if such documents were 
records required to be maintained pursuant to rules 
adopted under Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which 
Management determines present minimal credit 
risks, and which are of “high quality” as determined 
by any major rating service or, in the case of any 
instrument that is not so rated, of comparable 
quality as determined by Management. 


6. Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 9043/March 24, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
PENN PACIFIC CORPORATION (United States 
District Court for the District of Columbia, Civil 
Action No. 80-0519) 


The Commission announced today that on March 
24, 1980, the United States District Court for the 
District of Columbia entered a Final Judgment of 
Permanent Injunction against Penn Pacific 
Corporation (Penn Pacific) of Calabas Park, 
California, restraining and enjoining Penn Pacific 
from failing to file timely periodic reports with 
certain undertakings. Penn Pacific, consenting to 
the entry of the Court’s judgment, admitted that it 
had filed reports in an untimely manner on 5 
separate occasions. The Commission's Complaint 
was filed on February 25, 1980. 


The Complaint had alleged that Penn Pacific, as part 
of a continuing course of conduct, failed to file timely 
with the Commission certain Annual Reports and 
Quarterly Reports required to have been filed. Penn 
Pacific has agreed to adopt certain procedures to 
assure timely filing of reports required to be filed 
under the Securities Exchange Act of 1934. 





Litigation Release No. 9044/March 24, 1980 


UNITED STATES v. SHELDON MOSS, ET AL. (Middle 
District North Carolina) Criminal Action No. 80-176 


Jule B. Greene, Administrator of the Atlanta Regional 
Office and H. M. Michaux, Jr., United States Attorney 
for the Middle District of North Carolina, announced 
that on March 4, 1980, Sheldon S. Moss (“Moss”) of 
Chicago, Illinois, entered a plea of guilty to eighteen 
counts of mail fraud before the Honorable Eugene A. 
Gordon, United States District Judge for the Middle 
District of North Carolina. Judge Gordon postponed 
sentencing Moss pending receipt of a pre- 
sentencing report. 


Moss had been charged in a _ nineteen-count 
indictment with eighteen counts of mail fraud in 
connection with the offer and sale of securities, 
namely evidences of indebtedness of Moss d/b/a 


Volume 19, No. 14, April 8, 1980 


Television Marketing and Correlated Equities Corp. 
(“TVM evidences of indebtedness”), and with one 
count of making a false statement in a report 
required to be filed with the Commission. The 
indictment, which was returned on January 28, 
1980, alleged that Moss and others prepared and 
caused to be prepared false Financing Statements 
which purported to show an assignment by 
Television Marketing Corporation to each investor of 
a percentage of a commercial invoice for various 
products sold to Sears Roebuck & Co. and other 
corporations when, in fact, there existed no invoice 
or debt from Sears to TVM. The indictment also 
charged that Moss and others made a false 
statement ina Form BD, a report required to be filed 
with the Commission, in an attempt to conceal Moss’ 
beneficial interest in a broker-dealer registered with 
the Commission, and, thus, avoid disclosing that 
said firm had a person associated with it who had 
been enjoined from violating the antifraud 
provisions of the federal securities laws. 


Moss was named as a defendant in a civil injunctive 
action instituted by the Commission in November, 
1978,. which is based on violations of the federal 
securities laws which occurred in connection with 
the offer and sale of the TVM evidences of 
indebtedness. In that action, pursuant to a consent 
in which he neither admitted nor denied the 
allegations, Moss was enjoined from violating the 
securities registration and antifraud provisions of 
the federal securities laws and ordered to disgorge 
Four Million Five Hundred Thousand Dollars 
($4,500,000). 


For further information see Litigation Release Nos. 
8617, 8665, and 9015. 
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Litigation Release No. 9045/March 24, 1980 


UNITED STATES v. RUSSELL REED, ALSO KNOWN 
AS “STEPHEN WHITNEY”, JAMES S. DOYLE AND 
THOMAS FRANCIS RYAN, 79 Crim. 515(S) 
(E.D.N.Y.) 


Edward R. Korman, United States Attorney for the 
Eastern District of New York, and Stephen L. 
Hammerman, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that on March 13, 1980, a 
jury, before the Honorable George C. Pratt, United 
States District Judge for the Eastern District of New 
York, returned a verdict of guilty against Russell 
Reed, also known as Stephen Whitney (“Reed”), of 
Clinton Corners, New York, James S. Doyle (“Doyle”), 
of Brentwood, New York, and Thomas Francis Ryan 
(“Ryan”), of Kings Park, New York, on all five counts 
of an indictment which charged violations of the 
antifraud provisions of the federal securities laws 
and the Mail Fraud statute, along with conspiracy to 
violate the above-mentioned statutes. A sentencing 
date has not been set. 


Defendant Reed did not appear at the trial and was 
convicted in absentia. A warrant for his arrest has 
been issued by the United States Attorney’s Office. 
Denfendants Doyle and Ryan have indicated that 
they will appeal the jury’s verdict. 


Defendants Reed, Doyle, and Ryan were each found 
guilty of conspiracy, securities fraud, and mail fraud 
in connection with the purchase of approximately $2 
million in securities in three brokerage accounts, 
between August and October 1978, at the 
Huntington, New York branch office of Shearson 
Hayden Stone, Inc. (now known as Shearson Loeb 
Rhoades Inc.), where defendants Doyle and Ryan 
were then employed. 


Defendant Reed paid for these securities with 
checks drawn on out-of-state and foreign bank 
accounts where he had insufficient funds to pay the 
stated amounts, resulting in a loss to Shearson when 
the accounts were eventually liquidated. 


In arelated Commission civil injunctive action, Final 
Judgments of Permanent Injunction by Consent 
were issued by the Honorable Henry F. Werker 
against defendants Reed, Doyle and Ryan in SEC v. 
Russell Reed, et al., 78 Civil 5581 (S.D.N.Y.) 


For additional information, see Litigation Release 
Nos. 8881 and 8677. 
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Litigation Release No. 9046/March 25, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
COM/LINK INTERNATIONAL CORP., ET AL., 79 Civil 
5337 (TPG) (S.D.N.Y.) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office, announced that on February 
13, 1980, the Honorable Thomas P. Griesa, United 
States District Judge for the Southern District of New 
York, isued a Judgment of Permanent Injunction by 
Consent and Order for Other Relief against 
Com/Link International Corporation (“Com/Link”) 
and its President, Frank J. Landi, both of New 
Rochelle, New York. The orders enjoin Com/Link 
and Mr. Landi from violating the registration and 
antifraud provisions of the federal securities laws. 
Landi and Com/Link consented to the permanent 
injunctions and other relief without admitting or 
denying the allegations of the Commission’s 
complaint. 


The Court also ordered Com/Link to file a 
bankruptcy petition under 11 U.S.C. 301 with the 
United States Bankruptcy Court for the Southern 
District of New York for liquidation under Chapter 7 
of the Bankruptcy Act, 11 U.S.C. §§701 et sec., 90 
days from the entry of the judgment unless 
Com/Link demonstrates good cause why it should 
not be required to do so by: obtaining financing or 
credit sufficient to resume business; engaging 
independent certified public accountants to prepare 
audited financial statements for fiscal years 1978 to 
date; employing a bookkeeper/comptroller and 
establishing a system of internal accounting 
controls; and, consenting to the appointment of a 
Special Fiscal Agent to monitor its operations, 
financial condition and compliance with the Order. 


In other relief, the Court restrained Com/Link from 
offering and selling securities and obtaining funds 
from any source other than commercial or 
institutional investors without leave of court, until 
the company has been audited and is incompliance 
with the periodic reporting provisions of the 
Securities Exchange Act of 1934. Previously 
imposed restraints upon transferring or dissipating 
assets, destroying records or communicating with 
shareholders will remain in effect until Com/Link is 
under the control of a bankruptcy trustee or subject 
to the Special Fiscal Agent. 


For further information, see Litigation Release Nos. 
8888, 8912. 
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Litigation Release No. 9047/March 26, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
FIRST FINANCIAL GROUP OF TEXAS, INC., WILLIAM 
H. HOWTON, VINING TOWNER REYNOLDS, JR. 
(U.S.D.C./S.D. TX/Houston Div.) (CA No. H-79- 
1772) 


Michael J. Stewart, Administrator of the 
Commission’s Fort Worth Regional Office, and 
Thomas Allen Moon, Assistant Regional 
Administrator, Houston Branch Office, announced 
that on March 10, 1980, the Honorable Ross N. 
Sterling, United States District Judge in the Southern 
District of Texas, issued an Order holding William H. 
Howton (Howton) and Vining Towner Reynolds, Jr. 
(Reynolds), both of Houston, Texas, in contempt of 
court for their failure to comply with the Court's 
Order of February 15, 1980. The Court sentenced 
Howton and Reynolds to ten days imprisonment, 
issued bench warrants for their arrest, and set bail at 
$5,000. 


The February 15, 1980, Order had directed Howton 
and Reynolds to appear for depositions before the 
Honorable Frank G. Waltermire, United States 
Magistrate, on March 3, 1980, and to produce 
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certain books and records of defendant First 
Financial Group of Texas, Inc. (First Financial). 
Howton failed to appear at the deposition, and 
although Reynolds appeared, he refused to testify or 
assert a privilege, and failed to produce any records. 


The Commission commenced this action by filing a 
complaint on August 24, 1979, seeking to 
temporarily restrain and preliminarily and 
permanently enjoin defendants First Financial, 
Howton and Reynolds from further violations of 
Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 promulgated thereunder, in 
connection with the offer and sale of United States 
Government guaranteed student loans and 
repurchase agreements. The Court entered Orders 
temporarily restraining and preliminarily enjoining 
each of the defendants on August 24, 1979, and 
September 28, 1979, respectively. In addition, on 
October 10, 1979, the Court appointed a Temporary 
Receiver for defendant First Financial. 


For further information, see Litigation Releases Nos. 
8862 and 8914. 
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